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HE recent panic has illustrated principles with which stu- 
dents of economics have long been familiar and has served 
to emphasize again many of the weaknesses in our present mone- 
tary and banking system which have formed the subject of agita- 
tion for many years past. It has also presented certain novel 
features of its own and it has brought out certain phases of the 
problem of financial reform which hitherto have received rela- 
tively scant attention. It is not the purpose of the following 
pages to enter into any careful analysis of either the causes or 
the course of the panic, or to attempt any comparison of various 
methods proposed to lessen the intensity of such a phenomenon 
in the future. It is desirable, however, now that the immediate 
stress is Over, to sum up in our own minds some of the more 
important lessons to be learned from our most recent experience 
and at least to hope that we shall profit by them more than from 
the lessons of the past. 

Like every panic, that of 1907 has been attributed to many 
causes and as a matter of fact it has been the result of many 
causes. Roughly speaking, the causes which have been assigned 
by the public may be summed up under the following heads: 
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1. A premeditated plot on the part of unscrupulous financiers 
to topple over the structure of credit for their own ultimate 


advantage. 

2. The weakening of confidence through the action of 
President Roosevelt. 

3. Our inelastic currency system. 

4. Reckless banking on the part of individual banks and trust 
companies. 

5. Extravagant expenditures and the destruction of capital 
by war and natural catastrophes. 

6. General over-expansion of credit due to undue confidence 
in investment for the future. 

7. The increased gold supply. 

These causes are not necessarily distinct and, barring the first 
of them, probably each has played some part. It may be said of 
them, however, that considered from any fundamental point of 
view their importance in bringing about the present situation is 
in inverse ratio to the order in which they have been given here. 
Of the first two it is not necessary to speak at all. One thing is 
certain and that is that the causes of the panic lie much deeper 
than the action of any nefarious clique on the one hand or the 
expressions of opinion, on the other hand, of any person how- 
ever powerful. That the causes of the panic are of a very 
different nature would suggest itself to any reader from the fact 
that by both business men and economists in this country and 
abroad the panic had been predicted for at least a year before on 
the basis of the statistical showing of those factors which the past 
has proved to be the crucial tests in such matters. It would be 
interesting, if space allowed, to review the character of some of 
these predictions and see how far either the science of economics 
or the farsightedness of practical business men have shown 
themselves capable of accurate prediction in detail. We must, 
however, content ourselves with merely noting that the leading 
economists and the shrewdest men in the world of practical 
finance have both found natural reasons for what has happened. 

On the other hand, it should not be forgotten that among these 
“natural” reasons the psychological factor has been as important 
as the economic factors. There was nothing in the economic 
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situation to warrant any such financial collapse as took place at 
the critical moment. To be sure there was over-expansion in the 
sense that the country was going ahead at a faster pace than its 
capital resources or credit facilities would allow, and the economic 
factors were such that contraction and a readjustment of values 
was inevitable. But there has rarely been a time when such 
expansion seemed more justifiable nor could it be called a period 
of reckless plunging. The readjustment needed was scarcely of 
an heroic nature, and the extent of the actual collapse was due to 
unreasoning fear when the reaction once started. The very name 
“panic” indicates that this psychological element is one that can 
be counted on to appear at a certain point. Its importance can 
hardly be exaggerated, but here we may take it for granted and 
devote our attention to the more strictly economic forces. 

There can be no question but that any fundamental analysis of 
the situation must take us back to the great increase of the gold 
supply in the last ten years, the consequent depreciation of the 
money standard and general rise in prices. This, though com- 
monly overlooked by the public at large, has been widely empha- 
sized by expert writers. The effect of the depreciation of gold 
on the level of prices and interest rates has undoubtedly been at 
the bottom of that general over-expansion both in the field of 
speculation and in the field of industrial investment which are 
commonly taken as the starting point for occurrences of this kind. 

It may be worth while to summarize briefly what would be 
the natural effects of a great increase in the supply of the 
standard metal: 

1. First, there would be a rise in prices due to the depreciation 
of the standard in which prices are expressed, since a fall in the 
value of gold and a rise in the level of gold prices are simply two 
ways of expressing the same phenomenon. 

2. This rise in prices would naturally be accelerated by specu- 
lation which is always set in action by the chances of gain in a 
rising market. 

3. In the same way a depreciation of the standard should bring 
about a rise in interest rates, since if creditors are to be repaid 
in a depreciated metal they must receive higher rates to keep their 
capital investment intact. 
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4. As a result the values of securities yielding a fixed money 
income should fall, since there would have to be a readjustment 
of values on the basis of the new rate of capitalization. 

5. But the increase in interest rates and its effect on the prices 
of securities would occur only in case the process of depreciation 
was actually recognized by the men of the money market. 
Although the effect must be ultimately felt, it is the conclusion of 
both common sense and actual experience that the movement 
would be retarded by the failure of money lenders to recognize 
the change in time. Thus of the two normal effects of a depre- 
ciating standard, a rise of prices and a rise of interest rates, the 
former would be exaggerated and the latter minimized by the 
psychological character of the business world. The inevitable 
result is an ultimate readjustment at the cost of much greater 
strain. 

Such is the analysis, in elementary form, of what was to be 
expected from such a fundamental natural cause as the increase 
in the gold supply... The course of business in recent years 
shows admirably the working of these forces, together with the 
influence of certain more artificial factors to be noticed in turn. 
The rise of prices is of course a matter of daily comment. It is 
evident enough that it is the combined result of the increasing 
supply of gold and of the speculation which that engenders. 
That there has been a general change in the interest rate is no 
longer disputed. Only a few years ago banks were concerned 
over the question of how low interest rates could go and assumed 
altogether too readily that the rate of interest on such gilt-edged 
securities as standard municipal bonds might be taken as fairly 
permanent barring temporary fluctuations. Many banks invested 
in such long-time securities on a 3 or 3% per cent. basis, congrat- 
ulating themselves on their conservatism in securing the integrity 
of their capital assets even at the expense of a small annual return. 
The error of their forecast is revealed to-day in the prices 
which such securities bear and in the fact that new securities of 
equal soundness may now be purchased on better than a 4 per 
cent. basis. 


1 The best treatment of this subject, both theoretically and inductively, is 
to be found in the writings of Professor Irving Fisher. See especially 7he 
Rate of Interest, 1907. 
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Experience then has again proved the soundness of the theoret- 
ical proposition regarding the necessary influence of the monetary 
standard; and at the same time has proved what was to be antici- 
pated, that the business world would be slow to recognize the 
operation of such forces and would consequently make inadequate 
provision for them. The public has been quick to feel the 
influence of rising prices and to indulge in over-trading; but, 
on the other hand, during the beginnings of this movement, 
interest rates did not rise as much as would have been the case 
with a greater degree of foresight. When rates did rise the 
pinch was felt all the more severely because of the heavy loads 
being carried on the assumption that credit facilities would be 
available under the old conditions. 

The effect of rising money rates under such conditions would 
be to normally check over-expansion and to maintain what might 
be called a normal balance between the two effects of a changing 
standard. We find then that naturally one cause of difficulty has 
been that, through lack of appreciation of the situation, even the 
normal competition of the money market has been inadequate to 
raise the interest rate as rapidly as should have been the case. 
On top of this has come a government and banking policy both 
combined to exaggerate artificially the effects which would have 
doubtless occurred to some extent in any case; while the situa- 
tion has been further complicated by an unstable currency system. 

We may say of these causes in general that they are combined 
somewhat in the way in which the causes leading to shipwreck 
are combined. When a ship attempts to ride out a gale and 
ultimately goes on the rocks the question may arise whether the 
cause of the shipwreck is due to the strength of the wind or to 
the weakness of the ground tackle. Evidently it is due to both. 
The storm itself is the fundamental cause, but a ship with good 
ground tackle will stand the force of the elements with safety 
while another will be lost. The currency system, the banking 
and the government policy of a country, represent in this case the 
anchor and chain. Natural causes under present business con- 
ditions must inevitably bring about times of danger. The extent 
to which they cause actual injury and destruction may, however, 
depend as much upon the general financial system which has been 
instituted as upon the character of the natural causes themselves. 
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The above metaphor finds apt illustration in the contrast 
between the United States and the countries of Europe. The 
natural causes enumerated should have the same effect in all 
countries. The severity of the panic in this country may be 
partly accounted for by a difference in psychological temperament 
among Americans, but it would be surprising, in view of the 
events, if we did not discover a difference in the secondary causes, 
that is in the ground tackle of financial methods or institutions. 

In this particular case it must be recognized that at the very 
time when safety lay in allowing rising interest rates, and even 
temporary severe money stringencies, to have their natural effect 
of checking over-speculation, the banks and the government have 
adopted a policy having exactly the reverse effect. It is not 
necessary to enter here into’ a discussion of our Independent 
Treasury system and the influence that it gives the Treasury 
Department as an arbiter of banking operations. The funds of 
the government may be deposited, either as to amount or place, 
practically at the discretion of one man. By this means he con- 
trols in large measure the volume of bank reserves at any moment 
and so the extent to which banks may extend their credits in a 
time of stress. As a result one would naturally expect that the 
bankers in an emergency, instead of following the rules of sound 
banking as practiced elsewhere, should turn to the Secretary of 
the Treasury as their “very present help in time of trouble.” 
It is so very easy to meet a temporary strain by receiving a 
further dole of government funds. These dangers have long 
been pointed out by students of our system, but their true extent 
has only lately appeared through a combination of a huge govern- 
ment surplus, an era of rapid expansion, with recurring tight 
money, and a Secretary at Washington, who avowedly conceived 
his chief function to be that of the regulator of banking credits.” 

There is no occasion here to attach blame to individuals and 
such blame as there is must be shared by the bankers and the 
government officials alike. The bankers were unwilling to allow 
a money stringency to work its natural and healthful effect, and 

* For a valuable account of Secretary Shaw’s administration, see an article 


by Professor A. Piatt Andrews in the Quarterly Journal of Economics tor 
August, 1907. 
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it would have required a courageous and farsighted Secretary 
to withstand the calamity prophets, recognizing that a temporary 
difficulty, though it may injure some, is better than a continued 
stimulation of an already over-stimulated market. The situation 
was often difficult, and the height of call-rates alarming, and it 
may fairly be said that conditions were complicated either by the 
American speculative temperament or a defective currency 
system. But this was all the more reason for looking toward a 
real cure rather than resorting to artificial stimulants. There can 
be no sound banking, least of all any sound relation of the banks 
to the Treasury, until it is recognized that a “pinch” in the 
money-market is often a most desirable and healthful phenom- 
enon, and that the only sound way to bring about normal condi- 
tions is to restrict the over-expansion that has been its cause. 

The first lesson of the panic, then, is that though such events, 
when of widespread influence, have a basis in natural causes, 
their character may depend largely on the nature of the policy 
adopted; and that our Independent Treasury system, under its 
recent administration, has been an important factor in the present 
case. 

But if the very dependence of the bankers on the Treasury 
has been an important factor in preventing normal readjustment, 
it must also be said that the deplorable lack of conservatism, and 
still more of any united responsibility in action, on the part of the 
banking interests has been equally important. There has been no 
responsible power to call a halt to reckless over-competition of 
the banks for deposits or the building up of deposits which should 
have been held elsewhere as cash reserves. There has been no 
check upon the individual banks, while boom times were on, to 
prevent them from investing in reckless enterprises or making 
themselves the tools of audacious speculators in unwise schemes of 
promotion. Finally, when the crisis arrived there was no check 
to the sauve qui peut practice of the banks when we consider the 
system asa whole. It appears that at the time when many banks 
were in sound condition from the point of view of reserves, they 
were calling in funds from New York where they were most 
needed, and at the same time clamoring at the doors of the Treas- 
ury to be sure that they got a due share of government cash. All 
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of this, barring the reckless promotion which of course has been 
confined to a comparatively few, is natural enough on the part of 
an individual bank with 6,000 competitors, but it reveals 
deplorable weakness in the American system. 

It may be said that when the crisis was at its height the real 
possibilities of united action, revealing both proper conservatism 
and necessary daring, were shown by the bankers in New York. 
This is unquestionably true. The way in which certain undesir- 
able elements were promptly eliminated from the banking world, 
and the way in which complete disaster was avoided by the ready 
loaning of enormous sums, under conditions which made them a 
force to maintain sound business rather than a basis for further 
speculation,—the way in which the situation was handled from 
both these points of view was brilliant and encouraging. What 
few people recognize, however, seems to be that the very fact that 
such a thing was possible in the crisis makes it all the more a 
question of inquiry why such influences may not be brought to 
bear before the danger of utter disaster arises. If reckless bank- 
ing can suddenly be checked, and if credit can be advanced in such 
a way as to support legitimate business while restricting undue 
speculation, it would seem as if in some way the practice ought to 
become a normal and regular one; not merely a sporadic means 
of meeting an emergency which is largely due to the very absence 
of such practices in the preceding years. 

A second lesson, then, which the panic has taught us, is the 
vital importance of increased unity of action and increased sense 
of responsibility, and the embodiment of this sense of responsi- 
bility and unity of action in some body which shall perform its 
functions at all times. It is this situation which lends the sound- 
est argument to the idea of a central bank. Although a central 
bank is sometimes indicated as the most scientific way of securing 
note issues, a far more important function of the central banks 
of European countries is the function of regulating the money 
market, checking undue expansion of credit while protecting 
legitimate business, and acting as a conservative guiding force in 
the banking world. There can be no question but that under such 
systems, where they have shown themselves at the best, the dan- 
gers of financial panics are greatly reduced. On the other hand, 
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recent events have also given us a very important argument 
against the attempt to adopt a central bank in this country. It is 
not necessary to enter into a discussion of the political dangers 
which are rightly supposed to surround such an institution nor the 
historical reasons which make such a suggestion probably politi- 
cally impracticable. A more fundamental difficulty lies in the 
fact that American banking experience has been such that we 
may be sure that no such body of men would preside over a 
central bank of this nature as are to be found controlling the Bank 
of England or the Bank of France. Here we may well notice a 
fundamental factor commonly forgotten, namely that the problem 
of a satisfactory banking system is not by any means merely a 
matter of a scientific working out of an ideal system, nor correct 
legislation on the part of Congress. It is as much a problem of 
men as it is of institutions. 

A practicable banking system must be adapted not only to the 
business needs of a community but also to the character of its 
business men. If the appointing power in the case of a central 
bank rested with the government, as it probably would, there is 
grave question whether under present conditions such power 
would be wisely exercised. But even if the central bank 
remained a purely private concern, it is doubtful if a proper board 
of directors could be found. Such institutions have grown up in 
Europe under different conditions, and with a different body of 
tradition as to their functions. It is no reflection on the personal 
character of American bankers, still less a reflection on their 
ability, to doubt whether their temperament or training has been 
such as to make the formation of a proper board of directors 
probable. Such a board must exercise farsighted and conserv- 
ative regulation of the banking situation, not primarily with a 
view to the profits of the bank but for the maintenance of stable 
business conditions. Individual names may occur to the reader 
of men who would seem to be able to perform such a function 
admirably, but it is problematical whether the constituents of such 
a board would include a majority of this type. 

Is there then any solution of the problem of increased central- 
ization which does not go to this radical extreme? It would seem 
that the ultimate reform must lie in an increase in the power of 
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clearing-house associations. The way in which the executive 
committee of the clearing houses of various cities have met the 
emergéncy recently, and at other times in the past, shows the 
possibility in this line. It may be said that this is a retraction of 
the previous statement that the right men could not be found, but 
an important difference lies in the fact that a clearing-house asso- 
ciation has no direct interest of its own but stands as a repre- 
sentative, at such a time, of the community at large. The action 
of a board of directors managing a bank, with the possibilities of 
profit to the stockholders and of manipulation by the insiders, 
acting as a directing influence on the market, and the problem of 
a group of representative bankers acting as a clearing-house com- 
mittee, are two very different things. It has already been shown 
that the power of the clearing house when it is exerted is due 
partly to personal influence of the men themselves and partly to 
their representative and public character when acting in that body. 
It is not intended to suggest any particular scheme by which the 
power of such bodies might be increased. Possibly it could be 
best done by national legislation, giving them definite and specific 
powers. Very likely it could be better secured by gradual 
increase in their own sense of responsibility and assumption of 
power in such matters. Since the situation to be handled is such 
a delicate one and each situation as it arises has its own peculiar 
features, provided such a transformation could take piace 
normally and through private initiative, it would in the end serve 
better the purposes in view. 

The possible extension of the function of clearing-house asso- 
ciations has been suggested also in connection with the problems 
of an asset currency, even to the extent of a proposal for the 
issue of notes by such associations against security deposited by 
its members. It is impossible to consider such proposals in 
detail at this time, but the question of how adequate provision for 
redemption might be secured raises an interesting question as to 
the possibility of clearing-house activities. It is on this question 
of redemption that the discussion of asset currency now hinges. 
The general superiority of such a note circulation over the present 
bond secured bank-notes is pretty generally conceded. The most 
important criticism directed against it by serious students of the 
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question is that of the impossibility of securing the prompt 
redemption of such notes when issued by 6,000 separate banks 
scattered over the whole country. That this is a serious difficulty 
will hardly be disputed, but it does not seem insuperable. By 
establishing redemption districts, enlarging the duties of clearing- 
house associations, and bringing such associations into closer 
relations with each other, it ought to be possible to secure a fairly 
prompt redemption. In Canada notes are presented for redemp- 
tion through the clearing house in the same way as checks, and 
it does not seem to be entirely impracticable to make such a prac- 
tice workable even with such a decentralized banking system as 
that of the United States. 

Furthermore, the panic and the developments of the few years 
preceding it have somewhat changed our ideas regarding the 
problem of bank currency in general. When this problem was 
being discussed in the nineties, it was a pretty well accepted 
opinion among economic students that our bond-secured circula- 
tion was perfectly safe but that it was reprehensible because of its 
failure to increase promptly in response to business needs, 
whether under the normal demand for crop movements or in 
times of money-market emergency. On the other hand, it was 
assumed that an asset currency would be perfectly elastic if it 
could be made safe. Curiously enough, these positions seem to 
be almost reversed. As already stated in the above paragraph, 
the present doubt over asset currency is not as to its safety (since 
this may be easily secured), but as to its elasticity through a 
proper system of redemption. On the other hand, recent events 
would indicate that our present bank-notes are capable of great 
expansion under artificial stimulus, but are far from being 
impregnable from the point of view of safety. 

As to the first point, it is only necessary to note that in addi- 
tion to an increase of over 400 millions in the last eight years 
(200 per cent.), bank circulation increased from $610,000,000 on 
October 31, 1907, to $690,000,000 on December 31, an increase 
of 13 per cent. in two months. These possibilities of bank-note 
expansion are not only surprising, but startling. On the other 
hand, there seems to be no counteracting force to cause a normal 
contraction. Our notes are elastic at the wrong end, and we are 
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just beginning to realize that the present method of issue con- 
tains possibilities of very serious inflation. If the government 
debt should be steadily increased, still more if other bonds should 
be accepted as security, the question of an over-supply of bank 
currency under what was supposed to be a most conservative 
method of issue might become very serious. The worst of it is 
that such an increase (whether in the past or in the future) is 
very largely artificial. It is determined by the nature of the 
market for bonds as much as by the business demand for 
currency. Government bonds have come to have a purely artifi- 
cial value due to the peculiar function they perform as security 
for notes. Practically the whole government debt is now held 
by National banks. How far can this pyramiding process go? 
A huge mass of credit currency is issued against the credit obliga- 
tions of the government. The notes are supposed to be secure 
because of the value of the bonds, but the bonds have their value 
because they are security for the notes. This hardly looks like 
sound financiering. Any national emergency under which the 
government is forced to borrow at market rates would greatly 
depress the value of the present bonds and reveal the real 
weakness of the system. 

Finally, the most disheartening lesson of all is to be found in 
the attitude taken upon this very question by those who have the 
making of our laws in charge. It was sufficiently startling to 
find the United States Treasury offering to put out 150 million 
dollars worth of interest-bearing securities at a time when the 
government had a cash balance of $250,000,000. In the face of 
the evils that might already be anticipated from a normal expan- 
sion of the existing system of issue, we had revealed the possi- 
bility of undreamt of dangers through the arbitrary action in the 
future of some administration impervious to the dangers of 
inflation. The action of the present administration has been 
defended as being necessary in order to produce the required 
psychological effect at a time of panic. However much weight 
we attach to this, we cannot conceal the enormous possibilities for 
harm inherent in such a precedent. In addition to all this, how- 
ever, the measure of reform which seems most likely to receive 
support in Congress is a measure which would do nothing to 
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relieve the dangers of the present system but would vastly 
exaggerate them. The Aldrich Bill, providing as it does for the 
issue of notes against railroad and municipal bonds as well as 
national bonds, would simply increase the tendency to inflation 
and diminish the possibility of contraction. On the other hand, 
in face of the serious danger which already comes from creating 
an artificial market for government bonds, this bill would create 
an artificial market for the bonds of private corporations as well, 
opening infinite possibilities for speculation on the one hand and 
the most crooked kind of politics on the other. It had been 
generally believed by most students of the money question that 
at last the old fallacies of the past regarding fiat money, and the 
manipulation of our currency system for private ends, had been 
done away with, even if fallacies of a less dangerous nature 
remained. The disheartening feature of the whole situation lies 
in the fact that these dangers are far from being over and appear 
in full form in a measure which has received considerable support 
as the most practicable means of overcoming the evils of the 
present system. 

The above suggestions by no means cover the many lessons of 
the panic, but aim to indicate certain old principles which have 
received new emphasis and certain modifications of commonly 
accepted opinions. They may be summarized as follows: 


1. Periodic readjustments of value, involving large losses to 
certain classes, are inevitable features of economic progress. 

2. The extent of these losses is enormously increased by the 
unreasoning panic engendered when the reaction sets in. 

3. The financial system is a critical factor when the crisis 
arrives. 

4. The present method of depositing government funds acts 
less as a measure of relief than as an over-stimulation of an 
inflated market, preventing the normal effects of a money strin- 
gency. This would be prevented by requiring the deposit of all 
money when received, with proper restrictions but with no special 
security. 

5. The situation is further complicated by lack of any united 
sense of responsibility in the banking community, or any conserv- 
ative influence acting for prevention before emergency rather 
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se 


than a cure afterwards. Increased power on the part of clearing 
house associations would seem to offer the best approach to this 


end. 
6. The present method of bank issues is cumbersome and 


dangerous. The danger lies in the fact that since its expansion 
or contraction is not determined either by business needs or the 
conditions of reserve, there is always the possibility of serious 
inflation. Any reform, while providing for increase in emer- 
gencies, must make sure of adequate means for redemption and 
contraction. 

7. Eternal vigilance is the price of safety. The inflationist 
is still abroad and powerful. The campaign of education, which 
many fondly dreamed was over, has only just begun. 


Henry C. EMEry. 
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Pp. 399- 
I. 


HE active political agitation for a level maximum rate of 
two cents per mile in intrastate passenger transportation 
began in Ohio in 1906. After considerable discussion and full 
hearings’ before the Committee on Railroads and Telegraphs, a 
two-cent passenger fare act was reported, passed both houses of 
the legislature, was signed by the Governor and was put into oper- 
ation by the railroads? without any attempt being made to test 
its legality. During the same year the legislature of Virginia 
*The representatives of the railroads were heard and among others Presi- 
dent McCrea of the Pennsylvania submitted a statement showing that with 
a three-cent fare that company, according to the method of prorating 
expenses then in use, was conducting a portion of its passenger business 


at a loss. 
* March 10, 1906. 
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passed an act empowering and requiring the State Corporation 
Commission “to fix and prescribe a schedule of rates for the 
transportation of passengers by all transportation companies” 
and further provided that until a schedule of rates was fixed the 
railway companies should issue mileage books to be sold at the 
rate of two cents per mile. The validity of this act was con- 
tested and finally it was declared unconstitutional by the State 
Court of Appeals. In the meantime the State Corporation Com- 
mission had been taking testimony and making an investigation 
with a view of determining what was a fair rate of compensa- 
tion, and on April 27, 1907, handed down a decision requiring 
certain railways denominated “trunk lines” to charge not more 
than two cents per mile for intrastate passenger fares. The 
remaining railroads were grouped into three classes and allowed 
to charge two and one-half, three, and three and one-half cents 
per mile respectively. A third State to take action during the 
year 1906 was Maryland,’ where a law was passed requiring all 
railroads doing business in the State with certain minor excep- 
tions* to issue and keep for sale mileage books of five hundred 
and one thousand miles, unlimited in time and good for the 
families and employees of the purchaser, at two cents per mile. 

With the assembling of the legislatures in the early months of 
1907, acts reducing the legal maximum passenger rate from 
three to two cents per mile were introduced in what may fairly 
be called a wholesale fashion. In several of the States a two-cent 
passenger fare bill was advocated by the respective governors in 
their annual messages’ to the legislatures. These bills were vigor- 
ously pushed in the committees, hurried through the legislatures 
and signed by the governors® with inadequate consideration in 
view of their economic importance to the railways and to the 
public. The net result of this avalanche of passenger fare legis- 

*Laws 1906, c. 174. 

“Railroads chartered in the State whose gross passenger receipts are less 


than $5,000 annually. 

* Iowa, Indiana, and some others. 

*With the exception of Governor Hughes of New York, who vetoed the 
two-cent act passed by the legislature on the grounds that it had not received 
the consideration that was desirable and further that it was the proper func- 
tion of the Public Utilities Commission to make a thorough investigation 


before action was taken. 
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lation during the past two years has been to provide by law for 
a level maximum two-cent per mile rate in eight States,’ a two- 
cent rate for main lines and a slightly higher rate for subsidiary 
lines in five,8 a two and one-fourth rate in two,® and a two and 
one-half rate in three others.’° In addition two other States! 
have enacted laws requiring the railway corporations to issue 
mileage books that are expected to materially lower rates, and, 
finally, when Oklahoma entered the Union as a State a two-cent 
fare clause’? became a part of her permanent constitution.'® 
This remarkable movement on the part of the legislatures or 
other public authorities in twenty-one States,’* embracing in 
general the territory lying between New England and the Rocky 
Mountain States and representing approximately two-thirds of 
the population of the country, has few parallels in our past legis- 
lative or economic history. In the spontaneity of its origin and 
its resistless onward sweep it is comparable with the granger 
movement of the seventies. The latter movement, however, was 
local in its scope, affecting a comparatively small section of the 
country, while the railway legislation of the past two years was 
essentially national in its character and effects. In the latter 
aspect it is more like the interstate commerce legislation of 
i887. The interstate commerce act differed radically in one 
point, viz.: it was under consideration by Congress for a period 
of thirteen years, during which time two important commis- 
sions'® were constituted to study the railway problems of the 
day and their reports became the basis of extended discussion 
in the halls of Congress and the public press. The Hepburn 


* Arkansas, Illinois, Indiana, Minnesota, Nebraska, Ohio, Pennsylvania, 
Wisconsin. 

*Iowa, Michigan, Missouri, West Virginia, Virginia. 

* North Carolina, Georgia. 

* Alabama, North Dakota, South Dakota. 

“ Maryland, Kansas. 

“For a review of the railway legislation of the past two years, see The 
Railway Age for July 16, 1907, and several succeeding issues. Also the 
American Political Science Review, vol. i, No. 4, p. 638 et seq. 

* The constitution of Oklahoma provides that the Railroad Commission 
of that State may make exceptions in the case of those railways that are able 
to prove that a two-cent rate is unremunerative. 

“Including New York. 

* The Windom and the Cullom commissions. 

24 
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amendment was also preceded by a long period of public agi- 
tation and full consideration’® by the national congress. 

The causes of this movement, so sudden and so unexpected, 
lie deep in the popular discontent with railway conditions, in 
the fear of the giant railway consolidations and in the feeling 
of exalted power that often comes to a democracy realizing its 
new found strength.'7 While the active causes undoubtedly are 
obscure at the present time, and almost inextricably mixed with 
the political issues in the several States, it is clear to the impartial 
observer that a movement so widespread in its scope and so 
unanimous in its popular approval is likely to be founded on 
fundamental economic conditions which create the demand and 
approve the action when the demand is realized in the enact- 
ment of appropriate legislation. 

The most fundamental of these causes rests upon the unprece- 
dented growth of the railway business during the past decade 
and the consequent increase of railway earnings. 

During the twelve years, 1895-1906, the railroads of the 
United States increased their single’® track mileage’? approxi- 
mately twenty-four per cent., their gross earnings'® one hundred 
and fifteen per cent. and their net earnings'® one hundred and 
twenty-five per cent.; operating expenses, on the other hand, 
including as they do in American railway accounting liberal 
allowances for improvements, increased only one hundred and 
eleven per cent., somewhat less than the increase in gross and 
considerably less than in net earnings. The enormous increase in 
gross earnings is the result chiefly of the increased volume of 
traffic and secondarily of the economies effected in the operating 
departments, particularly in the transportation of freight. During 


* Hearings before the Committee on Interstate Commerce. U. S. Senate, 
vols. i-v, 1905. 

“It is significant that this movement followed in the wake of the great 
popular political uprising during which time the former bosses and political 
leaders were quite generally overthrown and new leaders arose. 

“ The total mileage operated, including second, third, fourth, side and yard 
tracks, increased during the years of 1895-1905 inclusive from 233,275.40 miles 
to 306,796.74 miles or over thirty-one per cent. 

Single Track. 
1° Year. Mileage. Inc. % Gross Earnings. Inc. 4 Net Earnings. Inc. # 
1895 177,746.25 ... $1,075,371,462 ose $349,651 ,047 
1906 220,028.44 24 2,319,760,030 115 787,596,877 125 
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the eleven years from 1895 to 1905 inclusive the passenger traffic 
almost doubled in volume*® while the freight traffic increased by 
about one hundred and twenty per cent.*° The economies effected 
especially in the freight department have been almost as note- 
worthy as the increase in the volume of traffic. An increase 
of approximately one hundred per cent. in the number of pas- 
senger miles has been accomplished by increasing the train mile- 
age forty-five per cent. and the train load twenty-seven per 
cent. During the same period, the freight train mileage 
increased only twenty-one per cent. while the average freight 
train load increased from one hundred and eighty-nine tons to 
three hundred and twenty-two tons or slightly over seventy per 
cent. The combined result of the various economies effected 
in the operation of trains has been to increase both the gross and 
the net train mile revenue by almost fifty per cent.”* 
Notwithstanding this phenomenal increase in the volume of the 
traffic accompanied at the same time by marked economies in 
the operation of trains, thus increasing the net earnings from 
two distinct sources, passenger fares** have in general remained 
practically stationary while freight rates*? show only a moderate 
decline. Moreover, the actual decline in rates has affected a 
comparatively small number of patrons, being caused largely 
by the elimination of discriminatory rates through the activity 
of the Interstate Commerce Commission, shippers associations 
and city rate bureaus, by the development of carload traffic and 
by the shipment of an increasing proportion of low grade traffic. 
A third factor which has had considerable influence on legis- 
lation was unfortunately contributed by certain railway finan- 
ciers who were generally believed to be guilty of questionable 
practices in connection with the reorganization of several rail- 
20 Year. Passenger Miles. Inc. % Ton Miles. Inc. # 
1895 12,188,446,271 : 85,227,515,801 
1905 23,800, 149,436 95 186,463,109,510 120 


Revenue per Train Mile. 
21 Year. Pass. Inc.% Frt. Inc. # Both. Inc. % Cost. Inc. 4% Net. Inc.4% 


1895 $0.97 .. $1.61 ba $1.37 ws Ses (C. . $0.44 
1905 1.15 18 2.49 54 1.097 44 2 62 0.65 47 
1895 1900 1905 
* Pass. receipts per pass. mile in cents 2.040 2.003 1.962 
Frt. receipts per frt. mile in cents .729 .766 
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way systems and the amalgamation of others. The exploits of 
Drew, Fisk and Gould in Erie could hardly be duplicated at the 
present time with more vigilant public authorities, courts of 
finer sensibilities and a more intelligent and active public opinion. 
Nevertheless the “frenzied financiers’ have not entirely aban- 
doned the railway world and their occasional campaigns furnish 
sufficient stimulus to set the legislative machines into active 
operation when other conditions are favorable. The series of 
events leading to and including the Northern Pacific corner in 
1901, the purchase of the Burlington on account of the great 
Northern and the Northern Pacific and the exchange of $200 
in four per cent. joint bonds for each $100 of stock; the purchase 
of the Jersey Central by Morgan and its subsequent sale to the 
Reading; Gates’ meteoric entry into Louisville and Nashville and 
the immediate sale at a handsome profit to Morgan in the 
interests of the Atlantic Coast Line; the speculative recapitali- 
zation of the Chicago and Alton by the Harriman syndicate; 
the Pere-Marquette, Cincinnati, Hamilton and Dayton fiasco: 
all these events in high finance with railways as their subject 
matter caused the legislatures to believe that almost any railroad 
concealed a gold mine and that consequently any reduction of 
rates that they ordered would finally be justified from the stand- 
point of railway earnings as well as from that of political 
expediency. For this state of public opinion, in which the average 
legislator fully shared, the modern railway financier of the 
extreme type is largely if not wholly responsible. 

Finally, it is a significant fact that the legislative reduction of 
passenger fares began in those States where the interurban 
electric service has been most fully developed. The average man 
loves to travel and when he found that the interurban electric 
lines were able to carry him and his family to the neighboring 
towns, quickly and comfortably, for about one-half the fare that 
the steam lines were charging and still, as he was led to believe, 
make a liberal profit, he concluded that the latter were making 
an exorbitant profit on a three-cent rate. Reasoning along these 
lines, the legislators, representing public opinion fairly, accurately 
determined to pass the two-cent fare bills and thus throw the 
burden of proof upon the railway companies in case the latter 
should care to appeal from their decision to the courts. 
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It is, of course, probable that the railway corporations will, 
in many of the States affected, accept the rates prescribed by the 
legislatures or commissions. In that case they will have the 
option, within limits fixed by economic, technical and legal con- 
ditions, of furnishing passenger service of the same general 
character as that which they are now providing; or of cheapen- 
ing the service, by reducing the number of trains per day, by 
lengthening the time schedules, or by cutting wages and by 
using less elaborate equipment; or finally, they may gradually 
substitute a more economical method of conducting the local 
passenger service than that in general use at the present time. In 
certain of the States, however, the railways have already adopted 
a quite different policy, viz., that of refusing to put the two-cent 
rates into effect and of appealing to the courts for the protec- 
tion of their constitutional rights.*** This temporary solution of 
the problem raises certain fundamental questions in regard to 
the legal rights of the railway corporations and in turn these 
legal rights depend upon certain well-known principles of 
economics and accountancy which it is the primary purpose of 
this paper to state and discuss. 


Il. 


The legal and constitutional principles involved in the public 
regulation of railway companies have been fairly well settled 
through a long line of judicial decisions in which the doctrines 
now held by the courts have been gradually developed and are 
now fully established. From the very beginning of railroad 
transportation in both England and the United States the courts, 
basing their decisions upon the principles of the common law, 
have upheld the action of the public authorities in the reasonable 
regulation of railroad corporations. Such regulation has inva- 
tiably been interpreted to include laws against extortion and 
unjust discrimination as well as those prohibiting the formation 

*« The Supreme Court of Pennsylvania has declared (Jan. 20, 1908) the 
two-cent law passed by the last legislature unconstitutional so far as it applies 
to the Pennsylvania Railroad Company, on the ground that ‘‘ it reduces the 


returns from the property to such an extent as to render it unremunerative.”’ 
—Chicago Record-Herald, Jan. 21, 1908. 
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of monopolies. From the first, however, and in fact until the 
granger legislation of the seventies, the railroads fixed the rates 
for the transportation of persons and goods subject only to 
charter provisions and the observance of the principles above 
specified. The unstable conditions following the civil war, 
together with the rapid extension of railroad systems into the 
central and western States far in advance of the economic ability 
of the population to support them, led to competitive warfare 
in competitive territory with extremely low rates and _ the 
enforcement of monopolistic rates wherever competition did not 
exist. Rates were therefore unduly high in some portions of 
the territory and unduly low in others. Under those circum- 
stances the people through their representatives in constituent 
conventions”* and the legislatures began to claim the power and 
to exercise their asserted right to fix rates and fares independ- 
ently of the railways and without review by the courts. _ Illinois, 
the leader in this movement, inserted in her constitution adopted 
in 1871, among other sections** regulating railroads, one direct- 
ing the General Assembly from time to time to pass laws estab- 
lishing reasonable maximum freight and passenger rates. The 
first legislature elected under the new constitution provided by 
statute for the establishment of such rates for the passenger 
service on the railways of the State. The Railroad and Ware- 
house Commission made the necessary administrative regulations 
and ordered the rates to be put into execution. Early in 1872 
the first suit under the new law was instituted against the Illinois 
Central Railroad Company for charging four cents per mile 
while the classification®® made by the commission allowed that 
road to charge only three. On December 4, 1872, Judge Wood 


* See Debates of the Constitutional Convention. Illinois, 1870, II., 1637, 
1708, 1770. 

“Other important acts affecting railroads were: (1) relating to the 
incorporation of railway companies; (2) limiting consolidations; (3) regu- 
lating the grain traffic; (4) prohibiting unjust discrimination and extortion 
in freight rates; and (5) establishing a board of railroad and warehouse 
commissioners. Laws of Illinois, 1871-2. 

* The railways were divided into four classes: A, Annual gross receipts 
exceeding $10,000 per mile; B, $8,000-$10,000; C, $4,000-$8,000; D, less than 
$4,000. Maximum rates were as follows: A, 2% cts.; B, 3 cts.; C, 4 cts.; 
D, 5% cts. 
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of the circuit court handed down a decision in favor of the rail- 
road company on the grounds that (1) the rate charged had not 
been proven unreasonable; (2) the fixing of rates by the legisla- 
ture was an unconstitutional violation of the railroad’s chartered 
rights; and (3) the legislature had no power to fix rates as 
it had no judicial power and no means of determining whether 
a particular rate was unreasonable or not.?® No appeal was taken 
and at the time it seems to have been generally assumed that the 
decision would stand.** In the Neal Ruggles case, however, 
which was first tried in 1873 and appealed to the supreme court, 
that tribunal in its decision handed down in 1878 took a position 
directly opposed to that of Judge Wood and therefore reversed 
the decision of the inferior court and in upholding the consti- 
tutionality of the act laid down the following principles, which 
have since been the established law of the State, viz.: “The 
legislature of this State has the power under the constitution to 
fix a maximum rate of charges by individuals as common car- 
riers, or others exercising a business public in its character, or 
in which the public has an interest to be protected against extor- 
tion or oppression, and it has the same rightful power in 
respect to corporations exercising such business, and such 
regulation does not impair the obligation of the contract in 
their charters. .. .”?8 The right of the State legislature under 
the constitution to regulate and fix the rates and fares which com- 
mon carriers might lawfully charge having thus been upheld by 
the supreme court, there remained the further question, viz. :— 
Was the Illinois constitution and therefore the legislation under 
it in conflict with the provisions of the Federal constitution and 
the laws drawn in conformity to its terms? This question had 
already been answered two years earlier in the case of Munn vs. 


“Gordon, Illinois Railway Legislation and Commission Control since 
1870, p. 36. 

* Davidson and Stuv, History of Illinois, p. 1030. 

* 91 Illinois, 256. The McLean Co. case, in which Judge Lawrence delivered 
his well-known opinion, while arising under the same general act related to 
freight rates and turned on the question, May a State by law forbid all dis- 
criminations or only unreasonable ones? Judge Lawrence held that only 
unreasonable discriminations could be prohibited. He stated as an obiter 
dictum that the legislature had a clear right to fix rates so far as the power 
had been delegated to it by the constitution. See Gordon, op. cit., p. 39. 
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Illinois.2® Here it was held by the Supreme Court of the United 
States that the State legislature enjoyed the constitutional right 
“to limit the rate of charges for service rendered in a public 
employment or for the use of property in which the public has an 
interest.” 

The right of the legislature to fix rates is, however, not abso- 
lute, as was held in the earlier decisions. It is limited by all 
the provisions of the Federal constitution*® which are intended 
to protect property rights as well as those which establish due 
process of law as the law of the land. The full meaning of these 
constitutional provisions as they have been developed through 
a series of decisions by the supreme court constitute one of the 
most remarkable chapters in recent legal history.*4 When the 
supreme court in 1876 rendered its first decision sustaining 
the power of a State legislature to regulate and fix railway rates, 
it held that the power was complete and exclusive and inde- 
pendent of review by the courts. “Where property has been 
clothed with a public interest,” said the court in Munn vs. Illinois, 
“the legislature may fix a limit to that which shall in law be 
reasonable for its use. This limit binds the courts as well as 
the people. If it has been improperly fixed, the legislature not 
the courts must be appealed to for the change.”** The first 
indication of a change of opinion is found in the obiter dictum 
of Chief Justice Waite in the Railroad Commission cases decided 
ten years later, in 1886. While upholding the power of the 
legislatures to fix reasonable rates, the chief justice said: 
“Under the pretence of regulating fares and freight, the State 
cannot require a railroad corporation to carry persons or prop- 
erty without reward; neither can it do that which in law amounts 
to a taking of private property for public use without just com- 
pensation or without due process of law.’ 

According to the dictum of Chief Justice Waite, State legis- 
latures may regulate railway rates only so far as may be done 

*o4 U. S., 113. 

* Constitution U. S., Fourteenth Amendment, Sec. 1. 

"See Smalley, Railroad Rate Control, for a full presentation of the 
development of the doctrine of judicial review. 


"o4 U. S., 178. 
™ Stone vs. Farmers’ Loan & Trust Co., etc., 116 U. S., 307, 331. 
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without confiscating the property of the company. Provided the 
rates fixed are not so low as to prevent the railway company from 
maintaining its property intact and unimpaired in condition 
after paying its operating expenses, the acts of a State legislature 
will be upheld by the Federal courts, but not otherwise. 

A second modification of the original doctrine was introduced 
in 1888 by Justice Brewer, then of the circuit court, who, after 
citing Chief Justice Waite’s dictum mentioned above, granted the 
application of the Chicago and Northwestern Railway Company 
for an injunction restraining the Iowa Railroad Commission 
from enforcing certain rates fixed by the legislature on the 
ground that “the right of judicial interference exists only when 
the schedule of rates established will fail to secure to the owners 
of the property some compensation or income from the invest- 
ment. As to the amount of such compensation, if some com- 
pensation or reward is in fact secured, the legislature is the 
sole judge. The question is one alone of policy. . . Where the 
proposed rates will give some compensation however small to 
the owners of railroad property, the courts have no power to 
interfere. Appeal must then be made to the legislature and to 
the people.’’*+ 

Still a third and final modification of the railway rate law 
through judicial decision was handed down in 18g0 in the case 
of the Chicago, Milwaukee and St. Paul Railway Company vs. 
Minnesota, where it was definitely decided by a majority of 
the Supreme Court of the United States that the rates fixed by 
a legislature or by a commission acting under its authority must 
not only permit some compensation in addition to operating 
expenses and maintenance of property, but also that the amount 
of such compensation must be determined by a court of com- 
petent jurisdiction, which alone is able to guarantee to the 
railroad companies due process of law and the equal protection 
of the laws. In the course of the decision the court said: “If 
the company is deprived of its power of charging rates for the 
use of its property and such deprivation takes place in the 
absence of an investigation by judicial machinery, it is deprived 
of the lawful use of its property and thus in substance and 


“Chicago and Northwestern Railway Co. vs. Dey, 35 Fed. Reporter, 378. 
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effect of the property itself without due process of law, and 
in so far as it is thus deprived, while other persons are permitted 
to receive reasonable profits upon their invested capital, the — 
company is deprived of the equal protection of the laws.”’%® 

Since 1890 the supreme law of the land as interpreted in the 
St. Paul Railway case has not been changed in its essential 
principles. Through the development of this doctrine it has 
come to pass that while the railroad companies are subject to 
public regulation, and while legislatures and commissions may 
fix railroad rates, nevertheless the railroad corporations are 
fully protected by all the provisions of the fourteenth amend- 
ment to the constitution of the United States as interpreted by 
the courts. Consequently the two following propositions may 
be laid down as the legal principles under which railway rates 
may be fixed by public authorities: 

1. Under the guise of regulating and fixing rates and fares, 
railway corporations cannot legally be deprived of property 
without due process of law or without just compensation; due 
process of law is held to mean investigation by judicial machin- 
ery; and just compensation, the liberty to fix rates such that the 
expenses may be paid and the property be maintained; and 

2. Railway companies cannot be denied by legislatures or com- 
missions the equal protection of the laws. They must therefore 
be allowed to charge rates and fares such that the property will 
return a reasonable income, that is an income that is fairly 
comparable, considering the risk involved, with the return that 
is generally earned by property devoted to other uses.*® 


III. 


The problem which the courts have assumed as a result of 
their later interpretation of the property clause of the fourteenth 


* Chicago, Milwaukee & St. Paul Ry. Co. vs. Minn., 134 U. S., 458. 

* Since the Fifth Amendment to the National constitution guarantees 
essentially the same property rights to persons against the acts of the Federal 
government, it, of course, follows that the courts will grant equal protection 
to the railroad companies in the case of the reduction on interstate rates 
by the Interstate Commerce Commission acting under the authority of the 
Hepburn amendment to the Interstate Commerce Act of 1887. 
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amendment is one of the most complicated and intricate that 
the sister sciences of economics and accountancy afford. 

The economic principles involved are fairly simple. Trans- 
portation, as one of the codrdinate branches of the general indus- 
trial activities of the country, ought to be independent and 
self-supporting. Those who make use of its services may properly 
be called upon to render compensation sufficient in amount to 
pay the legitimate operating expenses, to provide for the 
ordinary wear and tear of the property and to return to the 
owners profits that are fairly commensurate with those that 
are received in other lines of industry. Moreover, the economic 
costs of transportation above enumerated in broad outline should 
be distributed among the beneficiaries in a fairly equitable man- 
ner ;** that is, either in proportion to the costs actually incurred 
in their behalf, or to the value of the services rendered to 
particular groups of patrons,*® or to the individuals within those 
groups. This is the fundamental economic principle underlying 
all legislation against discrimination between persons, places and 
commodities. Its application to particular cases has in the past 
constituted the chief work of the Interstate Commerce Commis- 
sion so far as that body has undertaken to exercise its functions 
in the regulation of rates. A further application of the same 
economic principle is found in the statement that freight, pas- 
senger, mail and express rates should be so adjusted that each 
department of the service is able, after paying its share of the 
joint expenses, to contribute an equitable portion of the interest 
and profits to which the owners may justly be entitled. The courts 
as the final arbitrators of the above principles ought to condemn 
as uneconomic, as well as unconstitutional under our govern- 
ment, rates so low as to prevent a normal rate of return upon 
the value of the invested capital; and, secondly, rates upon any 
particular kind of traffic, freight, passengers, mail or express, 
that do not allow that particular service to contribute its proper 
proportion to the common treasury. 

* Rates made by railway companies generally fail to give that nice adjust- 
ment to service rendered that is characteristic of the other industries, owing 
partly to the difficulties of determining costs and partly to the unequal opera- 


tion of the competitive forces. 
“As for example, a State, or a city, or a mining district. 
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re) 


From the standpoint of accountancy the problem is less simple. 
This is due partly to the difficulties inherent in the fundamental 
conditions of the railway service, and partly to complications 
introduced by our dual system of government control. 

In its simplest form, that is, where the control is vested 
exclusively in the hands of the central government, the account- 
ing problem consists primarily in determining the following fac- 
tors: first, the gross earnings of the railroad company; second, 
its operating expenses; third, the value of its capital invest- 
ment, and fourth, the normal rate of return received from 
investment in other lines of industry. Given these items, the 
question is, Will the rates fixed by a legislative act permit of 
gross earnings at least equal to the operating expenses plus an 
equitable rate of interest and profits upon the investment? 

Ordinarily the entire earnings of a railroad company are 
derived from conducting transportation, and therefore, gross 
earnings is synonymous with the entire income. Even in those 
cases where a railroad company is the owner of a coal mine, or 
a manufacturing plant, or of income-bearing securities, there is 
little difficulty in accurately separating the receipts from such 
outside investments from those derived from the transportation 
of persons and commodities. Hence, in all cases, the determina- 
tion of gross earnings is fairly simple. 

The chief difficulty arises in the determination of the operating 
expenses. Every railroad company is constantly expending 
money for two purposes, quite distinct in theory but well nigh 
inseparable in practice. The first of these two purposes is for 
current expenses, including the cost of operation and the ordi- 
nary repairs to roadway, buildings and equipment. The second 
is for the purpose of making improvements and extensions. 
Railroads are constantly tearing down old stations and erecting 
better ones in their places; substituting new and heavier rails 
for lighter and partially worn ones; building steel or concrete 
bridges in place of wooden structures; discarding old cars and 
locomotives and replacing them with cars of larger capacity and 
locomotives of greater motive power. Theoretically, expendi- 
tures for current expenses end with the last dollar’s worth that 
it is necessary to expend on repairs in order that all the property 
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of the railroad be kept up to the standard of yesterday. Practi- 
cally, however, repairs and improvements are constantly being 
made together and no exact line of demarkation can be drawn 
to show where repairs end and improvement begins. Theoreti- 
cally speaking, again, any expenditure is held to be an improve- 
ment which reduces operating expenses or increases the earnings. 
Practically, again, so many other changes are occurring at the 
same time with the expenditure in question that it is usually 
quite impossible to tell just how the net earnings are affected. 
The same principle applies in the case of a railroad company 
that fails to make the expenditures necessary to keep its track 
and equipment up to the regular standard. Under such con- 
ditions, so long as the traffic can be handled fairly economically 
the expense account will be low and the profits proportionally 
heavy. On the other hand, a railroad that is continually making 
even slight improvements out of its earnings will show for 
the time being large operating expenses and small profits. In 
neither case are the true expenses of operation shown, and con- 
sequently in all such cases the proper adjustments must first be 
made before the net earnings shown by the books may properly 
be accepted by any court as a basis upon which to determine the 
constitutionality of any rate fixed by the public authorities. 

The actual investment of a railroad company would be found 
in connection with the determination of operating expenses and 
repairs provided all expenditures were wisely made and the 
cost of construction remained constant from the first inception 
of the railroad. Under such conditions, the total expenditures 
less the total operating expenses, including repairs, would neces- 
sarily be equal to the capital investment. Since, however, no 
railroad company has shown that fine discrimination in separat- 
ing its expenditures for these two purposes that is indispensable 
where capital is to be determined in this way, and again since 
there is usually an appreciable portion of the expenditures on 
account of capital that are unwisely if not fraudulently made, 
and, furthermore, since the cost of materials and labor is sure 
to have appreciated or depreciated after the investment was 
made, it has been found desirable to make certain adjustments 
to compensate for the foregoing errors. Such adjustments, 
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however, involve the actual examination of all the vouchers and 
the separation of expenses from investments from the begin- 
ning of the railroad’s existence to the date of investigation. 
This process is impossible in some cases, impracticable in most 
others, and expensive in all. Consequently, the usual method 
adopted is to find the value of the investment through an 
inventory. The cost of new equipment similar to that owned 
by any particular railroad is readily determined owing to the 
fact that such equipment has a well-known market value. The 
life of cars and locomotives are found from experience and hence 
a scale of depreciation can readily be made. With these facts 
determined, the value of the equipment of any railroad is easily 
calculated. The cost of construction of the permanent way, 
yards, stations and terminals, etc , can be estimated by experts 
in railway construction with a reasonable degree of accuracy. 
The value of the land upon which the road and buildings are 
located is more difficult of estimation. Still, if the ordinary 
principles of real estate valuation are applied and consequently 
railroad real estate is valued at the same rate as that in its 
immediate vicinity, the valuation can be made with sufficient 
accuracy for the purposes in view. 

The fourth element in the problem, the determination of the 
average rate of return in other lines of industry, is under present 
conditions largely a matter of personal judgment. Possibly the 
data exists upon which the question might be scientifically 
answered. But certainly no attempt has ever been made to 
determine even the average rate of return in all other lines, and, 
moreover, the data are so scattered and fragmentary that such a 
problem is not likely to be seriously considered. Hence the judg- 
ment of the courts as to what constitutes a proper rate of 
return must be accepted at the present time in lieu of a more 
scientific method of determining the rate of return to be used 
in the accounting. 

A second step in the solution of the accounting problem con- 
sists in the allocation or apportionment of three of the above 
items, viz., earnings, expenses, and capital, between the freight 
and passenger departments.*® 

*” A complete solution of the problem would involve a further separation 


of passenger earnings, and expenses among the three branches, carriage of 
persons, mail, and express. 
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The earnings, coming as they do from distinct sources, need 
only to be kept separate and each credited to its proper depart- 
ment. 

Expenses, on the other hand, are partly separate and partly 
common. The two departments use a common right of way, 
roadbed, rails, bridges, water tanks, car sheds and roundhouses, 
and sometimes depots. A part of the administrative expense and 
all of the taxes are for the common benefit. In order, therefore, 
to determine the net earnings from either the freight or the pas- 
senger departments, it is necessary to prorate all joint expenses 
between the two branches of the service in some arbitrary way. 
If the method chosen should by any chance allocate too large a 
share of the joint expenses to the passenger department, that 
service might show a deficit, but not, of course, without making 
the freight department seem proportionally more profitable. 
Hence the method of division adopted for the separation of 
the common expenses between the two departments is likely to 
determine whether either the freight or the passenger rates are 
so high as to be extortionate or so low as to be unconstitutional. 

In the case of the capital investment, a considerable portion 
may be assigned to the freight and to the passenger departments 
when the expenditures are made or when the inventory is taken, 
according as the one or the other method of determining the 
investment is adopted. This would include freight equipment, 
freight houses, yards, and terminal facilities for the freight 
service, and passenger equipment, stations and yards for the 
passenger service. The investment in main track and sidings, 
together with the bridges, must necessarily be allocated to the 
two departments in some arbitrary manner, and here again the 
method of division is likely to determine the question at issue. 

Under our system of government, that of semi-independent 
States united for certain specific purposes into a federal union, 
two further divisions of earnings, expenses, and capital invest- 
ment become necessary. 

First. A State government has no authority outside its own 
borders. Consequently, since most railroads extend across 
several States, a division of earnings, expenses, and capital by 
States must in such cases be made. This division is required by 
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most of the railroad and tax commissions, and is therefore made 
regularly by all railroads lying in two or more States, but usually 
in a very unscientific way. A considerable portion of the 
expenses are incurred wholly within the boundaries of particular 
States. The remaining expenses are made for train service 
between two or more States, advertising and general office 
expenses, all of which must be prorated to the several States 
over which the service is spread. The case of earnings is quite 
similar. The division of capital is somewhat more complicated, 
for while even a larger proportion of the investment may be 
localized, the proper method of allocating the cost of terminals 
involves questions quite impossible of solution by mathematical 
principles. The Stuyvesant Docks of the Illinois Central at 
New Orleans, for example, are located geographically in the 
State of Louisiana. From the economic standpoint, however, 
these docks are a part of the Illinois Central in Illinois and 
Iowa. Similarly the Chicago terminals of the Chicago and 
Northwestern Railway and other similarly located roads, while 
situated in Illinois by an arbitrary division of the territory into 
States, are used impartially for the benefit of the traffic of the 
whole line. The allocation of the investment in the great ter- 
minals among the branches of the road and between the freight 
and the passenger service, while not necessary where the rail- 
ways make their own rates, becomes of the utmost importance 
where the courts undertake to determine the validity of State 
rates on the basis of the cost of the service. 

Second. The National constitution grants to the Federal gov- 
ernment the right to exercise control over interstate commerce. 
Federal statutes passed under the authority of the interstate com- 
merce clause give the exclusive control of the interstate traffic 
of the railways of the country to the Interstate Commerce Com- 
mission subject to review by the United States courts. A State 
legislature has, therefore, no power or authority over traffic 
which is conducted only partially within its boundaries. Since 
it has no jurisdiction over such traffic, the earnings and expenses 
connected with it may not be legally considered in determining 
the validity of a rate established by State authorities. Hence 
the earnings derived from the interstate traffic must be separated 
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from the earnings apportioned to the State for both the freight 
and the passenger service. Similarly, expenses incurred on 
account of the interstate traffic must also be separated from the 
total expenses for the State, for both freight and passenger 
traffic, in order to determine the expenses of the business over 
which the State authorities have control. And finally the capital 
investment for the whole State, which has already been allotted 
to the freight and passenger departments, must further be 
divided between the interstate and intrastate freight and pas- 
senger service. The complexity of the problem which has thus 
been briefly outlined may be better appreciated from the follow- 
ing diagram: 
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The principles governing the separation of expenditures 
between capital and expenses have already been stated. Any 
expenditure which will permanently increase earnings or decrease 
expenses may properly be charged to capital. All other 
expenditures should be charged to expenses. The actual 
separation under ideal conditions would be entrusted to a com- 
mittee of experts representing (1) those having charge of the 
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work at the time the expenditure was made, (2) those hav- 
ing charge of the operation of trains, (3) those having 
charge of the traffic, and (4) those having charge of the 
‘accounts. Such a committee with its combined knowledge and 
judgment would be able in most cases to make a reasonably fair 
apportionment of expenditures between the two classes. In 
actual practice, however, the separation is made by a subordinate 
official or clerk who has some knowledge of the character of the 
outlay, but in most cases has little or no appreciation of the 
effects upon earnings and expenses. In some cases, moreover, 
those having charge of the separation are directed by the 
management to charge somewhat more or somewhat less to 
expenses than actually belong to that account. In most cases, it 
is safe to say, the vouchers do not give sufficient information 
upon which to make a correct division. In many cases the 
vouchers are destroyed after being preserved for a few years, in 
other cases they are lost. If, therefore, an improper division 
of expenditures has been made in the past by any railroad com- 
pany whose rates are in process of judicial determination, it is 
clearly impracticable, if not impossible in-most cases, to correct 
the accounts by making a redivision of expenditures under the 
direction of the courts. If too little has been charged to 
expenses in the past, the capital account will be inflated beyond 
its just proportions; if now that rates are likely to be reduced 
by legislative act the railroad company reverses its former 
policy and charges a portion of its improvements to expenses, it 
will have an inflated capital account upon which it is claiming 
the constitutional right of paying in interest and dividends a 
rate of return commensurate with that which is being earned in 
other lines of industry, and at the same time it will have con- 
tracted net earnings from operation out of which the return 
upon capital must be paid. Such a state of the accounts, while 
perhaps exceptional, is yet common enough to deserve attention. 
The courts being obliged to base their decisions upon facts are 
under the necessity of using the results of the division of 
expenditures already made, since it is impracticable to make a 
redivision for reasons already stated, if they use the facts at all. 
They consequently find themselves face to face with the follow- 
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ing dilemma: if they disregard the statistical results presented 
by the accounting department of the railroad company and base 
their decision upon social and economic conditions in a general 
way, they fail to conform to the provisions of the fourteenth 
amendment as interpreted in the later cases arising under it; if, 
on the other hand, they base their decisions on the accounts of 
the company, they must do so with the full understanding that 
these accounts are vitiated by errors of principle as well as of 
judgment in the application of those principles and therefore 
have little if any value for the purposes in question. The use of 
this method of determining capital is, therefore, attended with 
the gravest dangers from the accounting standpoint ; consequently 
the courts must continue to rely upon the inventory method for 
the determination of the investment in the future as they have 
in the past. If the true value of railroad property can be found 
in this way, a scientific basis for the judicial determination of 
legislature-made rates, so far as the determination depends upon 
the allowance of a reasonable rate of return upon the investment, 
can be secured. If the real value of the property cannot be found 
in this way, then the judicial determination of rates must 
continue to be, in the future as in the past, merely a guess. 

In the cases where the judicial determination of the validity 
of rates fixed by State authorities is involved, the second step*® 
in the process of accounting usually consists in the apportionment 
of the earnings and expenses between the State in question and 
the other States. 

Earnings are usually apportioned on the basis of some con- 
venient physical unit, the most common of which is the train 
mile.4! The assumption upon which this method rests, viz., that 
all trains closely approximate a standard type, is contrary to fact. 
Freight trains vary from the heaviest through express, often 
containing from sixty to eighty cars of fifty tons capacity to 
the local freight of twelve to twenty cars of thirty tons capacity. 

“Expenses might be apportioned to the freight and the passenger depart- 
ments for the whole road, and then apportioned to the State. The former 
is the usual practice. 

“Sometimes road mileage is used because of extreme ease of application. 


While useful for some purposes, it has no value for the purposes of deter- 
mining the profitableness of a particular rate. 
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In the passenger service there is apparently more uniformity, 
but even here the actual variation is so wide as to vitiate the 
results. In the second place, this method assumes that rates 
are practically uniform over the whole line, an assumption which 
is also untrue in the great majority of cases. For purposes of 
comparison from year to year, allocation of earnings to the 
several States on the basis of the respective train mileages may 
give results of some value; but as a criterion upon which the 
courts may decide whether a given rate is confiscatory or profit- 
able this method has no claim to scientific accuracy. A better 
method for the apportionment of earnings to states has come 
into general use in recent years and was used by the Chicago, 
Milwaukee and St. Paul Railway Company in the Wisconsin 
passenger fare case with satisfactory results.** By this method 
the revenue from all intrastate traffic is credited to the State in 
which the service was performed and the revenues received from 
all interstate traffic is separated by individual way-bill and ticket 
in the proportion which the mileage within the particular State 
bears to the total mileage transported. The sum of the intra- 
state earnings plus the individual mileage proportion of the inter- 
state receipts gives the gross receipts for the freight and 
likewise for the passenger business of the State. This system of 
separation has the advantage that a considerable proportion of 
the receipts, viz., that from the intrastate traffic, is actual. It 
has the disadvantage of assuming that rates are made on an 
equal mileage basis for individual shipments and services. In 
this respect it is open to criticism. Speaking scientifically, a 
rate is made up of three elements: first, a terminal charge at 
point of shipment; second, a mileage charge varying with the 
estimated cost of transportation ; third, a terminal charge at point 
of receipt, and fourth, wherever possible, some allowance for 
profit. The revenue arising from a given shipment should be 
assigned to the terminals and the States through which it is 
transported in the same way. Suppose, for example, that a 
person is transported from Chicago to Madison, Wisconsin, 
a distance of one hundred and thirty miles, at three cents per 
mile; and that the State line is equi-distant from the two cities. 


“Wisconsin Maximum Passenger Fare Case, p. 56. 
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A terminal charge of x cents per unit should be allowed the 
Chicago terminal, a charge for similar purposes but probably 
smaller should be credited to Wisconsin for the use of the Madi- 
son station privileges and the remainder divided about equally 
between Illinois and Wisconsin. In the case of a shipment from 
Milwaukee to Chamberlain, South Dakota, terminal charges 
should be credited Wisconsin on account of the facilities fur- 
nished at Milwaukee, a smaller charge allowed South Dakota 
for the less elaborate station privileges at Chamberlain, and the 
remainder prorated to the three States, Wisconsin, Minnesota 
and South Dakota, not in exact proportion to the mileage hauled 
in the three States but in proportion to a mileage weighted** in 
view of the difficulties and cost of the haulage. Such a system 
of apportionment, while exceedingly difficult of application and 
exceedingly easy of manipulation for fraudulent purposes, would 
apportion the revenue to the several States in conformity to 
the principles of accounting as applied in the best manufacturing 
establishments. 

Under the cruder methods of railroad accounting, expenses 
are apportioned to the several States on the basis of either revenue 
train mileage or gross earnings. The latter method is not only 
unscientific in principle but is, moreover, from the logical stand- 
point, a species of begging the question that needs only to be 
mentioned to be discredited. Apportionment on the basis of 
revenue train mileage has the advantage of being easy of applica- 
tion and of prorating expenses in some proportion to the costs 
of the work performed. In its practical application this method 
may be used to apportion all expenses or only a portion of them. 
All large railroad companies divide their lines into operating 
divisions, these operating divisions are also accounting divisions ; 
some companies further divide the operating divisions into sub- 
divisions for accounting purposes.*4 Where an accounting 
division lies wholly within the boundaries of one State the 
expenses within that division will, of course, be charged to that 
State. For those divisions lying in two or more States, the 

“The actual division should be made as nearly as possible in proportion 
to that which would occur were the railroads entirely separate financially at 


State boundaries. 
“Railway organization and working, p. 323. 
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expenses not readily localized are divided in proportion to the 
respective train mileages made in the several States. If traffic 
and operating conditions were substantially similar in all the 
States affected by this method of apportionment, so that in 
general the train mile represented practically the same unit of 
work done and of costs incurred, there could be little objection 
to its use for the purposes in view. But when conditions are 
dissimilar, that is, where trains in one State are not only heavier 
but are run at higher speed, this system of apportionment throws 
a disproportionally large part of the joint expenses upon the 
State that is conducting its transportation service at a relatively 
low cost. Having this in mind, the Wisconsin Railway Commis- 
sion introduced a variation of this method, namely that of appor- 
tioning common expenses on the basis of various units, selecting 
in each case that one which seemed best suited to the conditions 
involved. For example, a considerable proportion of the items 
included in maintenance, especially those caused by the natural 
depreciation of the property, are divided in proportion to the 
road mileage, while those items that wear out, such as rails, on 
the basis of train mileage. Repairs to locomotives and cars 
which were used in the interstate traffic are apportioned in pro- 
portion to locomotive and car mileage respectively in the several 
States. In cases where no appropriate unit seemed available, 
recourse was had to apportionment on the basis of expenses for 
the service most nearly related in character.** 

The system inaugurated by the Wisconsin Railroad Commis- 
sion demands for its successful application a combination of 
qualities that are rarely found united in the same person, viz., 
a thorough knowledge of the nature of the various branches of 
railway work, a profound grasp of the principles of economics 
and accountancy and large experience in the application of these 
principles to the practical problems of the business world. With 
these conditions fulfilled, there seems to be no valid reason 
why expenses may not be apportioned to the several States with 
sufficient accuracy to serve as the basis for the judicial determina- 


“The cost of the water supply, for example, was apportioned to the State 
on the basis of fuel consumed. Report, p. 117. 
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tion of railway rates without injustice either to the railway 
owners or the traveling public.*® 

Two general methods of dividing the expenses between the 
freight and passenger departments are coming into general use 
largely as a result of the passenger fare legislation of the past two 
years. 

(1) The first method is exceedingly simple. It was used 
by the Pennsylvania Railroad Company in connection with the 
two-cent fare legislation in Ohio and may best be expressed in 
the original phraseology : 

“A. All known items relating exclusively to the passenger 
business are charged to passenger expenses. 

B. General expenses, such as cost of maintaining road and 
roadbed, superintendence, taxes, et cetera, are divided between 
passenger and freight on each division, in the proportion which 
passenger train mileage bears to the total passenger and freight 
train mileage.’’*7 

In referring to this method President McCrea remarked: “Of 
course this is arbitrary, but the rule is almost universal and I 
know of no other basis that has so many arguments in its favor 
and which seems so absolutely reasonable.’’** What the argu- 
ments in its favor are or why it seems so absolutely reasonable 
he does not state. Obviously the method is exceedingly simple 
and easy of application. All railroads keep an account of the 
mileage made by both freight and passenger trains. The pro- 
portion which the passenger train mileage bears to the total 
mileage is, therefore, easily found. The sum of the direct 
expenses plus the arbitrary proportion assigned to the passenger 
business on the train mileage basis gives the total passenger 
expenses.*® Railroad accounting to be of permanent scientific 

“The valuation of the capital investment within a certain State is made 
directly, when the inventory method is used, with the exception of the valua- 
tion of the equipment. This is prorated to the several States in proportion 
to the road mileage, or to the train mileage, or better still to the locomotive 
and car mileage respectively. 

“Statement of the Pennsylvania Lines west of Pittsburgh, p. 2. 

“ Ibid., p. 3. 

“Let the passenger train mileage be x miles, the freight train mileage y 


miles and the total mileage x+y miles. ror will then represent the pas- 
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value must be based upon sound economic principles. One of 
the most fundamental of these principles is that the price of 
services can never for any length of time remain below the actual 
cost to the producer or above the actual value to the consumer. 
In a state of perfectly free competition where economic friction 
is reduced to a minimum, prices tend to and ultimately approxi- 
mate the actual costs of production. In a state of monopoly, on 
the other hand, the prices charged tend to be so adjusted that 
net profits are the largest possible with the given demand for 
the given services. Under ordinary conditions, competition is 
not quite free, economic friction exists, and often some element 
of monopoly is present. Prices, therefore, vary between the 
impassable limits set by the cost of production on the one hand 
and the value of the services to the marginal consumers on the 
other, but always tending to gravitate toward the cost of the 
particular services in question. If we apply these general eco- 
nomic principles to the question that we are now considering, 
we must conclude that the undistributed expenses ought to be 
prorated in proportion to the actual cost of the passenger service, 
or to its value either to the railway or to the public. If we accept 
the latter of the three possibilities, we adopt the principles of 
“charging what the traffic will bear” and the public regulation 
of railway rates will necessarily consist of supervising the rail- 
roads only so far as is required in order that the railways do 
not “charge what the traffic will not bear.” If, again, the principle 
of division accepted be that of the value of the services to the 
railroads, the actual separation will be determined by the gross 
earnings of the two departments. Gross earnings are, however, 
determined largely by the rates in force, and the reasonableness 


senger proportion of the joint expenses. Let @ represent all known items 
relating exclusively to the passenger business and 4 the same items for the 


freight. Let ¢ equal the total undivided expenses; then a + (=5)<= 


the passenger expenses and similarly 6 + (25) c = the total freight 


expenses. Let p equal passenger receipts and f equal freight receipts : then 


p- [2+ (-<. c ] = excess of passenger earnings over passenger expenses 
and f — [2 (45) c ] = excess of freight receipts over freight expenses. 
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of these rates is the question that the courts have undertaken to 
determine. Such a method of prorating the common expenses 
is begging the question, and while entirely appropriate for other 
purposes, cannot logically be accepted as a basis where the 
decision hangs upon the question “Will the rates return a reason- 
able income upon the value of the investment?” The third eco- 
nomic criterion then remains, viz., rates based upon the cost of the 
service, and this is the test the courts have uniformly undertaken 
to apply. To prorate common expenses in proportion to revenue 
train mileage is, however, likely to give results entirely out of 
harmony with each of the accepted economic principles above 
stated. This method must, therefore, be rejected as unsound 
in principle and absolutely at variance with the theory of rates 
that the courts have undertaken to maintain in their later deci- 
sions. A hypothetical case will serve to illustrate the inherent 
fallacy of this method for the purposes in hand. Suppose Rail- 
road A charges high passenger rates and low freight rates. 
This policy will develop a heavy freight traffic and a light pas- 
senger business. In the conduct of the freight business, the 
company exercises great economy of operation, running heavy 
trains with comparatively few empty cars. The freight train 
mileage will therefore be small in comparison with the tonnage 
and with the earnings from freight. The passenger business 
does not lend itself so readily to such economies of operation. 
Frequent train service with regular schedules must be main- 
tained, and passenger trains run at high speed are frequently 
comparatively empty. The passenger revenue will therefore be 
small, notwithstanding the fact that the rates are high and the 
passenger train mileage comparatively large. Under these cir- 
cumstances it is probable that the passenger train mileage may 
equal if not exceed the freight train mileage, although con- 
tributing not over. one-fourth of the revenue. Under the sys- 
tem of division adopted by the Pennsylvania Railroad, the 
passenger service would be charged with at least one-half of 
the common expenses, and although the rates were high would 
seem to be conducted at a loss. The use of this method thus 
might prevent the reduction of rates by the legislatures even 
where the rates were already so high as to effectively interfere 
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with the ordinary movement of passenger traffic. The results 
of this system of prorating expenses may be seen in the state- 
ment of the Pennsylvania lines west of Pittsburgh, above 
referred to. Of the thirty-two companies of the Pennsylvania 
operating in the State of Ohio it was shown that twenty-one 
suffered a net loss per passenger mile and ten a net loss per 
train mile under the three-cent fare. These results are evidently 
due to the adoption of an improper method for the apportion- 
ment of the common expenses. 

(2) The second method is more complicated and at the same 
time more scientific in principle. It was devised by Mr. Thomas 
F. Woodlock, formerly of the Wall Street Journal, and is 
explained at length in his book entitled “The Anatomy of a 
Railroad Report.’”°® This method of division was constantly 
referred to in the Wisconsin maximum passenger fare case and 
seems to have been quite generally followed by the commission 
in their apportionment of the common expenses, especially 
between the passenger and freight departments. In general the 
method actually separates expenses so far as possible both geo- 


graphically and between the passenger and freight business, and 
prorates all joint expenses between these two branches in 
proportion not to one but to many criteria, each of which is 
considered most equitable for the particular service in question. 
For this purpose Mr. Woodlock divides expenses as follows: 
Class I. Expenditures for the actual production of trans- 


portation.*! 
Class II. Expenditures for general direction, clerical work 


and supervision.** 


” Pp. 59-121. 

" Contains all items directly connected with the movement of trains: wages, 
and salaries of train crews, roundhousemen, switchmen, flagmen and watch- 
men, train dispatchers, clerks and attendants connected with these services; 
all kinds of supplies for locomotives, trains and roundhouses; the main- 
tenance of rolling stock; the maintenance of way so far as such expense 
is caused by the movement of trains; losses and damage resulting from 
the movement of trains. 

* Contains all the items included in general expenses as prescribed by the 
I. C. C. classification together with certain items connected with the traffic 
department that are largely independent of the direct movement of trains. 
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Class III. Expenditures for collecting and handling freight 
and passengers at stations and terminals, and intermediate 
points.** 

Class IV. Expenditures for the maintenance and operation 
of plant not dependent upon the operation of trains.®* 

A considerable proportion of the items in class I and class III 
are separately incurred and therefore no arbitrary apportionment 
is necessary. For the remaining items in these classes and for 
practically all of classes II and IV arbitrary methods of alloca- 
tion are necessary. In class I and class IV joint expenses are 
apportioned on the basis of engine or train mileage, as seems 
most reasonable, with an allowance for the fact that the direct 
costs of running a passenger train one mile is on the average 
considerably less than the same expenses for the freight train 
mile.®° For classes II and III Woodlock uses the gross earn- 
ings®® as a basis. These two classes are, however, relatively 
small, amounting to fifteen to twenty per cent. of the total 
expenditures. For the purposes of the courts some other method 
of division must necessarily be substituted even though the two 
classes be relatively small. A considerable proportion of classes 
[ and II are directly separated by the railroad companies; a 
much larger proportion of these classes might be directly sep- 
arated, so that it is easily possible to divide at the origin some- 

* Includes the wages of station agents, station supplies, tickets and tariffs; 
advertising and commissions; loss and damage not resulting from train 


movement; lighterage and marine equipment; stockyards and elevators; 
and switching charges. 

“Includes all items connected with maintenance of way that are not 
directly caused by the operation of trains; a large proportion of repairs to 
roadway, track, ties, fences, bridges, telegraph, shops, machinery and work- 
cars; insurance; and expenses of clerical work connected with the above. 

*The freight engine mile is charged with 10 per cent. more than the 
passenger engine mile and the freight train mile with 20 per cent. more than 
the passenger train mile. Switching mileage is treated as practically all 
freight engine mileage. Woodlock, Anatomy of a Railroad Report, p. 88. 

* Mr. Woodlock remarks that this method is as good as any other for the 
purposes of comparison and adds: “Of course it is only for such purposes 
that there is any need of division at all.” (p. 89, 90.) It will be noticed 
that Woodlock is here speaking wholly from the railway standpoint and is 
not considering the question that the courts have to solve, that is, whether 
a rate fixed by a legislature or commission is illegal under the fourteenth 
amendment. 
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what over one-half of all expenses.°7 The remaining portion 
is, however, so large that the method of division chosen will, 
in most cases, determine whether the passenger business is being 
conducted at an apparent profit or an apparent loss.*® 

The fourth and final step in the apportionment of earnings, 
expenses, and capital consists in making a proper and equitable 
division of these items between the intrastate and the interstate 
business. The separation of the intrastate passenger receipts 
from the total passenger receipts for the State presents no diffi- 
culties of principle, but entails a vast amount of detailed statis- 
tical work. It involves the actual separation of all the interstate 
tickets for the period in question and the addition of the amounts 
received from the sale of the intrastate tickets for the same 
time. The separation of the interstate passenger expenses from 
those for the intrastate business presents very grave difficulties of 
a theoretical character, but once the method is determined upon 
it involves comparatively little actual work. The Wisconsin 
Railroad Commission adopted the gross earnings method with 
comparatively small consideration of its inherent defects. “If 
the intrastate passenger traffic amounts to about thirty-nine and 
sixty-three hundredths per cent. of the total,” it was remarked, 
“it is also clear that it should be charged with a corresponding 
proportion of the expenses.” Such a conclusion does not neces- 
sarily follow. For the intrastate passenger receipts are depend- 
ent upon the rates in force. A reduction of rates will, it may 
be assumed, cause a small increase in traffic and a considerable 
decrease in receipts, or a considerable increase in the intrastate 
traffic with practically no change in receipts. Suppose the first 
alternative results. Since the receipts are less, the intrastate 
passenger business must, according to this theory, be charged 

* Professor B. H. Meyer of the Wisconsin Railroad Commission, in an 
address before the National Association of Railroad Commissioners, Oct., 1907, 
expressed the opinion that only about fifty-five per cent. of the total expenses 
may be actually separated between the freight and passenger departments. 

* Attorney General Hadley of Missouri is quoted as stating that the trial 
of the two-cent rate in that State is proving compensatory owing partially 
to the fact that the railroads, in order to prove certain reductions in freight 
rates were too large, had allocated too large a proportion of the joint 


expenses to the freight business and could not easily change the method now 
that the shoe was pinching the other foot—Chicago Tribune, Sept. 27, 1907. 
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with a smaller proportion of the common expenses; but since 
more passengers are carried such expenses will not be less but 
will undoubtedly be more. The effect, therefore, of applying 
this method in the above case will be to throw more of the pas- 
senger expenses upon the interstate business, while a larger pro- 
portion of the actual work done will be performed for the 
intrastate traffic. Suppose the second alternative comes true. 
Let it be assumed that the intrastate passenger rates are cut from 
three to two cents per mile and that an increase of fifty per 
cent. in this class of the business follows the reduction. The 
expenses will then be shared in the same proportion as before 
the reduction although the passenger department is doing an 
intrastate business one and a half times greater. If the two 
kinds of service were conducted entirely independently of each 
other, it is clear that no change would take place in the expenses 
of the interstate business, while the increase in the intrastate 
traffic would cause some increase in the expenses of that service. 
The gross earnings method fails to prorate expenses in propor- 
tion to those that would actually be incurred were the two kinds 
of service conducted on a separate foundation. Its adoption 
makes one branch a partial parasite on the other and must there- 
fore be condemned as contrary to the fundamental economic 
principles above stated. Furthermore, as was stated in connec- 
tion with the discussion of the several methods of apportioning 
common expenses between the freight and passenger depart- 
ments, to divide expenses on the basis of gross earnings when 
the rates which are an important factor in determining the 
amount of earnings are at issue, involves a fallacy in reasoning 
that invalidates the results of the process. 

The Wisconsin Commission does not suggest any other 
method nor does this part of the problem seem to have attracted 
the attention from the courts, commissions, or accountants that 
its importance deserves. For it will be observed that an incor- 
rect apportionment of joint expenses between the intrastate and 
the interstate passenger business may have the effect of nullify- 
ing the influence of a correct allocation of expenses to the freight 
and passenger departments. It will also be admitted that when 
the ability of a railroad company to earn a reasonable return 
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upon its investment is at issue, some method of apportionment 
based upon the cost rather than the earnings of the work done 
must be selected. In this case, fortunately, such a method may 
be chosen and easily applied. The unit of passenger service as 
well as of passenger earnings is the passenger mile. The total 
number of passenger miles made within the State is easily 
ascertained by any railroad company or by any competent rail- 
road commission. It is not difficult to separate the intrastate from 
the interstate passenger mileage. This having been done, all com- 
mon expenses may readily be apportioned to the two branches of 
the passenger service in proportion to the intrastate and the inter- 
state passenger miles. Two difficulties are encountered in the 
application of this method: the determination of a proper allow- 
ance (1) for terminal expenses, and (2) for the difference in 
cost of carrying the interstate and the intrastate traffic. Both of 
these questions are discussed by the Wisconsin Railroad Com- 
mission. In the first case no definite conclusion is reached; in 
the second it is assumed without any investigation that intrastate 
traffic probably costs about ten per cent. more per passenger 
mile than the interstate business. 

If the service rendered by the passenger departments were 
uniform in character, that is, if the terminal service were 
approximately uniform, if the journeys were of equal length, 
and if the train service substantially similar, the passenger trip 
would become the standard unit of passenger expense. Such, 
however, are not the actual conditions. Expensive terminal sta- 
tions are maintained in Chicago, for example, partially for the 
use of patrons who are traveling through the State of Wis- 
consin on their way from the East to the Northwest. Other 
travelers are at the same time taking exactiy the same journey 
through Wisconsin but entering the train at some small station 
between Chicago and the Wisconsin State line, and terminating 
their journey at another small station just over the Minnesota 
line, but before reaching Minneapolis or St. Paul. It is, of 
course, possible that the terminal expense per passenger is no 
more for the Chicago terminal than for the small country sta- 
tions; if such a condition be true it indicates that the former 
is more fully utilized than the latter. It is, therefore, safe to 
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assume that generally terminal service for through passengers 
costs more than for the local passengers. Moreover, a con- 
siderable portion of the interstate traffic begins within the State 
and ends outside the State limits or the reverse, thus entailing 
only one terminal expense upon the passenger business of this 
character within the State; while the intrastate traffic originat- 
ing and terminating within the State always entails a double 
terminal service, one at each end of the trip. The above 
description of the conditions under which terminal expenses 
are incurred shows the nature of the difficulties that may arise 
when the total passenger expenses are to be separated on the 
basis of service rendered by the passenger department to 
individual patrons. Such service includes the use of terminals 
plus actual transportation. The terminal service is not generally 
uniform in character although in cases it may be identical for 
tin two classes of traffic. It is, however, possible to keep 
account of the number of passengers using each terminal and of 
the kind of service rendered them by the passenger depart- 
ment. Such a process, while expensive, would enable all ter- 
minal expenses to be actually separated and assigned to either 
the interstate or the intrastate business. 

The remaining passenger expenses could then be divided 
between the intrastate and the interstate traffic in proportion to 
the actual passenger mileage made by each, allowing such addi- 
tional per cent. to the intrastate traffic as may be found reason- 
able. At the present stage of railway accounting no scientific 
basis for this difference in cost has been found. Moreover, so 
long as these two classes of the passenger business continue to 
be conducted by the same companies over the same road and 
in the same trains, an exact determination is impossible. Under 
such circumstances the solution of the question will always 
depend upon the method chosen for the division of the common 
expenses, which must always continue to be in the final analysis 
a matter of personal or social judgment. If then we assume 
that the passenger mile in intrastate traffic costs ten per cent. 
more than the passenger mile in interstate business and then 
use this assumption for correcting the passenger mileage actually 
made in the intrastate traffic, we arbitrarily decide, without any 
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direct proof, that the railroads may properly be allowed to charge 
a somewhat higher rate per mile in the intrastate than in the 
interstate business. A consideration of the above conditions, 
which are typical of the whole process of apportionment of the 
common expenses, leads to the inevitable conclusion that how- 
ever far the refinements of accounting may yet be carried, the 
element of personal judgment must continue to enter at almost 
every step in the process and thus constitute an important factor 
in the final results. These results will in the long run be more 
scientific, not because wholly divorced from the element of 
personal judgment, but because the problem is separated into 
its elements and thus the judgment is enabled to act upon par- 
ticular rather than upon general propositions. 


V. 


Application of the methods above described to a particular 
case may serve not only to illustrate the principles involved in 
the separation of joint expenses but also to show ihe effect of 
the several methods upon the apparent cost of transportation. 
At the hearing before the Wisconsin Commission in regard to 
the maximum passenger fare case, the Chicago, Milwaukee and 
St. Paul Railway Company presented elaborate tables showing 
in an unusually complete and comprehensive way the detailed 
operating expenses for the year ending June 30, 1905. A part 
of the expenses were actually separated. The remaining items 
were arbitrarily allocated by the company, using various methods, 
but chiefly either train mileage or gross earnings. The gross 
earnings and the train mileage for the State and for the pas- 
senger and freight departments were, of course, easily deter- 
mined. Furthermore, an unusually thorough investigation had 
been made by the State tax commission into the valuation of 
the railway property in the State for the same year. Conse- 
quently the necessary data for applying the various methods of 
apportionment in a specific case are unusually complete and 
especially adapted for the purpose. 

The total operating expenses of the railroad company for 
the year 1905, according to the report, were $30,041,747.99. Of 
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this amount the State of Wisconsin was charged with $9,517,- 
337-55 OF 31.68 per cent. The amount apportioned to the State 
was considered too large for the following reasons: (1) Wis- 
consin’s proportion of the revenue train mileage was only 
28.24 per cent.;°* (2) only 24.96 per cent. of the total road 
mileage was located in the State;*° and (3) the value of the 
property located in the State was, according to the valuation 
made by the tax commission for Wisconsin and by the rail- 
road company for the line, only 25.98 per cent. of the total 
investment. The commission, using its own methods of allo- 
cating common expenses to the State, arrived at the conclusion 
that the expenses for the State should be reduced to $8,639,- 
652.04 or 28.76 per cent. of the total expenses.** Taking the 
company’s figures as a basis for use with the Pennsylvania 
method for the apportionment of common expenses between the 
freight and passenger departments and the Wisconsin Commis- 
sion’s apportionment for the use with the Woodlock method, 
and dividing the common expenses according to the principles 
of allocation above explained, the results are as follows: 


CHICAGO, MILWAUKEE AND ST. PAUL RAILWAY COMPANY 
EARNINGS AND EXPENSES, STATE OF WISCONSIN, 1905. 


I, PENNSYLVANIA RAILROAD CoMPANY METHOD OF APPORTIONMENT BETWEEN 
FREIGHT AND PASSENGER. 
Freight. Passenger. Total. 
Earnings $11,048,591.18=71.80% $4,340,407.97—28.20% $15,388,999.15 


Operation 3,690, 809.34 9,517,337-55 
Taxes & interest® 2,638,193.61 1,970,809.91 4,609 ,003.52 


Total expenses... 8,464,721.82=59.3% 5,661,619.25=40.7%  14,126,341.07 
2,583,869. 36 —1,321,211.28%* 1,262,658.08 


“ Report of Commission, p. 123. 

“ [bid., p. 164. 

“ [bid., p. 167. 

“Taxes are the actual amount assessed by the State of Wisconsin and are 
prorated to the freight and passenger departments as other general expenses. 
The interest allowed is six per cent. upon the cost of reproduction as deter- 
mined by the State tax commission and is prorated the same way. 

“a Deficit. 
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II. CwHicaco, MILWAUKEE AND St. Paut Rartway Company METHOD oF 
APPORTIONMENT. 

Freight. Passenger Total. 
Earnings......... $11,048, 591.18 $4,340,407.97 $15,388,999.15 
Operation........ 6,484,011.31 3,033,320.24 9,517,337.55 
Taxes and interest 3,307,420.94 1,301,582.58 4,609,003.52 
Total expenses... 9,791,432.25=69.4%  4,334,908.82=30.6% 14,126,341.07 
es 1,257,158.93 5,499.15 1,262,658.08 

III. Wooptock’s MEetHop oF APPORTIONMENT. 

Freight. Passenger. Total. 
eee $11,048,591.18 $4,340,407.97 $15,388,990. 15 
Operation........ 6,442,096.65 2,197,555-44 8,639,652.09 
4,609,003.52 


Taxes and interest 3,307,420.94 


Total expenses... 








9,749,517-59=73-6% 


1,301,582.58 


3,499, 138.02= 26.4% 





13,248,655.61 


RONG ccciccacses 1,299,073.59 841,269.95 2,140,343.54 
IV. Wisconsin RAILROAD COMMISSION’S METHOD OF APPORTIONMENT. 
Freight. Passenger. Total. 
eer $11,048,591.18 $4, 340,407.97 $15,388,9090.15 
Operation........ 6,506,677.38 2,132,974.66 8,630,652.04 
Taxes and interest 3,307,420.94 1,301,582.58 4,609,003.52 

















Total expenses... 9,814,008.32=74.1%  3,434,557.24=25.9%  13,248,655.56 
ee 1,234,492.86 905,850.73 2,140,843.59 


Thus the passenger proportion of the total expenses, including 
taxes and interest, varies from about one-fourth, according to the 
methods employed by the Wisconsin Commission, to slightly 
over two-fifths when the train mileage system of the Penn- 
sylvania Railroad Company is used. Accordingly, since the 
passenger and freight receipts come from separate sources 
within the State and in the case of the interstate traffic have been 
separated at the State boundaries in a fairly satisfactory man- 
ner, the surplus credited to the passenger and freight depart- 
ments varies with the method of apportionment chosen. Under 
the train mileage system, the freight traffic appears extraordi- 
narily profitable while the passenger service is conducted at a 
large annual loss. The method adopted by the Chicago, Mil- 
waukee and St. Paul Railway Company gives results less at 
variance with those reached by using the accepted principles of 
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cost accounting. The freight service here receives practically 
all the profits, leaving almost no surplus for the passenger 
department. The results reached by the Wisconsin Commission 
are practically the same as those found by applying Woodlock’s 
method of apportionment. In either case, after paying the 
expenses, including taxes and interest, assigned to the passenger 
department, there is left, under the three-cent fare, a clear sur- 
plus over all costs of a million and a quarter dollars for the 
freight service and about nine hundred thousand dollars for 
the passenger. 

If now we make the final division of expenses, viz., that 
between the intrastate and the interstate traffic, for the pas- 
senger department, using the method®* adopted by the Wisconsin 
Railroad Commission, we have the following results: 


CHICAGO, MILWAUKEE AND ST. PAUL RAILWAY COMPANY. 


= 


INTRASTATE PASSENGER EARNINGS AND EXPENSES, 1905. 

Method. Earnings. Expenses. *4 
CR EE xk cia vewcinss $1,720,347.75 $2,243,699.71 —$5 13,351.96" 
= 5) 3 S&S Serre - 1,717,924.44 2,423.31 
Woodlock ? 1,386,708.40 333,939.35 
Wee BH SM cevccescds 9 1,361,115.03 359,232.72 


Varying with the methods adopted for the apportionment of 
the expenses, first among the States and second between the 
freight and passenger departments, and using the gross earn- 
ings method for the division of the total passenger expenses 
charged to the State, it is found that the Chicago, Milwaukee and 
St. Paul Railway Company is at the one extreme losing over 
one-half million dollars annually on its intrastate passenger 
traffic and on the other receiving a clear income of over three 


Surplus. 


“It is impossible with the data at our command to prorate expenses 
between the intrastate and interstate passenger business according to the 
method suggested in the preceding pages. This could be done by any rail- 
road company or by a railroad commission with the aid of a staff of 
accountants familiar with railroad accounting, but would entail considerable 
expense. For the protection of the owners of railway property some such 
method of apportionment must be adopted provided the courts continue to 
apply the cost theory as a criterion of the reasonableness of railway rates. 

“ 30.63 per cent. of the expenses apportioned to the passenger department 
for the State. 

* Deficit. 
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hundred and fifty thousand dollars. If the legislature orders a 
reduction in the maximum passenger fare from three to two 
cents per mile, as it recently did, and the case is appealed by the 
railroads to the courts, as it may be, the decision of the judges 
will in reality be determined when they choose among the several 
methods of apportioning the joint expenses at each step in the 
process of separation. If the courts should accept the St. Paul’s 
apportionment to the State of Wisconsin, the revenue train 
mileage method of dividing common expenses between the pas- 
senger and freight departments, and the Wisconsin Railroad 
Commission’s plan of allocating joint passenger expenses to 
the intrastate traffic, they must necessarily conclude that 
the intrastate passenger business is now being conducted at a 
heavy loss and consequently any further reduction in rates by 
State action would be contrary to the express provisions of the 
fourteenth amendment to the constitution of the United States. 
If, on the other hand, they find that the Commission’s method 
of apportionment in each case is based upon sound legal 
economic and accounting principles, they would approve the 
order of the Commission reducing the maximum passenger fare 
for the intrastate traffic to two and one-half cents per mile, but 
would decide that the reduction made by the legislature was 
illegal, since a reduction of one cent per mile on the assumption 
that the traffic might not increase in volume®** would lessen the 
intrastate revenue by $423,035.12,°° an amount considerably 
larger than the surplus under the three-cent fare. 


VI. 


That the justices of the Supreme Court of the United States 
appreciated the difficulties inherent in the solution of the prob- 
lem which the former decision of that court has imposed upon 
them, is clearly evidenced by the following observation of Mr. 
Justice Harlan in the case of Smyth vs. Ames. In the discus- 
sion concerning methods to be pursued in the determination of 


*a 35 Federal Reporter, 881; 169 U. S., 528. 
“Report of the Wisconsin Railroad Commission in the maximum pas- 


senger rate case, p. 169. 
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the question “Has the railroad company been deprived of 
property without due process of law?” he remarked : 

“What are the considerations to which weight must be given 
when we seek to ascertain the compensation that a railroad 
company is entitled to receive and a prohibition upon the receiv- 
ing of which may be fairly deemed a deprivation by legislative 
decree of property without due process of law? Undoubtedly 
the question could be more easily determined by a commission 
composed of persons whose special skill, observation and experi- 
ence qualifies them to so handle great problems of transportation 
as to do justice both to the public and to those whose money 
has been used to construct and maintain highways for the 
convenience and benefit of the people; but despite the difficul- 
ties that confessedly attend the proposed solution of such 
questions, the court cannot shrink from its duty to determine 
whether it be true as alleged that the Nebraska statute invades 
or destroys rights secured by the supreme law of the land.’’® 

The difficulties which the courts have experienced in the 
process of applying the principles of constitutional law as 
expressed in the fourteenth amendment and interpreted in the 
several cases in which that part of our fundamental law has 
been applied where States have attempted to fix railroad rates, 
are due partly to the limitations under which the courts work 
and partly to the character of the problem which they have 
undertaken to solve. The nature of these difficulties will appear 
from a consideration of the following propositions : 

1. In the first place, the courts are bound by precedents 
that make it necessary, at the present time at least, to decide 
cases brought before them for judicial determination on the 
basis of the facts submitted by the opposing parties to the suit. 
Each side of the controversy submits its evidence, so far as it 
is permitted, and attempts to prevent the submission of evi- 
dence that would tend to weaken its position. Consequently, 
when a case is brought to trial the success of the opposing con- 
testants is somewhat conditioned by their respective abilities in 
getting their evidence before the court in the legal method. 
Facts well known to both sides and affecting directly the ques- 


“Smyth vs. Ames, 169 U. S., 527. 
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tion at issue are often ruled out because of some neglect on 
the part of counsel to lay the proper foundation for the evidence 
or to submit it at the proper time. Such technical methods of 
procedure, while perhaps necessary and desirable for the pre- 
sentation of cases before the courts, are quite at variance with 
the methods followed by the railroad commissions, having the 
power of individual initiative and direct investigation of the 
facts and principles involved in the case at issue. Compare, for 
example, the methods and results in the Nebraska maximum 
freight rate case with the work of the Wisconsin Railroad Com- 
mission in regard to passenger fares. In the former case the 
evidence submitted by the railroads was accepted apparently at 
its face value without investigation or examination upon scien- 
tific or statistical grounds. In the latter case every allegation 
of the railroad company was examined in the light of the 
principles and practices employed in accounting as applied in 
industrial lines as well as in railroad business. Particularly 
in point was the method of dealing with the evidence submitted 
relating to the cost of local as compared with through traffic. 
The evidence furnished, chiefly by the railroad company, was to 
the effect that the local traffic cost from ten to thirty per cent. 
more than the through traffic. The court stated that it was 
in doubt as to the proper weight to be given the testimony, but 
as no evidence has been submitted by the government tending 
to controvert it, the court must accept it as presented and 
therefore hold that the local freight would be assumed to cost 
ten per cent. more than the average cost of traffic. Further- 
more, in all questions of this character, the railroad companies 
have an advantage before the courts of considerable importance 
from the fact that they alone possess the data upon which scien- 
tific decisions can be based. To be sure the courts have the 
power to summon both persons and papers, but in cases involving 
the consideration of such a mass of statistical data, it is nothing 
short of a miracle when the attorney for the government or 
the witnesses are able to call for the statistics or to present the 
facts that are absolutely necessary to controvert those presented 
by the railroads and therefore to put the case in its true light. 
Consequently, the case of the government is presented with such 
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incompleteness as compared with that of the railroads that the 
court is often forced to give a decision directly opposed to that 
which would have been handed down had the investigation been 
made with the thoroughness and accuracy that is possible 
through a commission. It is entirely safe to say that no busi- 
ness establishment of the size of a modern railroad corpora- 
tion could be successfully conducted if its selling department 
were obliged to depend in the determination of its rate policy 
upon evidence of the character of that which is usually the 
basis of the important decisions of our courts in the railway 
rate cases. 

2. Even though the evidence submitted were complete and all 
the facts bearing upon the case were at the disposal of the 
courts, in those cases where the problem of determining the 
effect of a reduction of rates upon the earning power of a 
railroad company is the question at issue, the methods adopted 
have been so at variance with those employed in modern business 
affairs that a series of rational decisions was not to have been 
expected. Even the most callow student of economic law 
knows from actual experience that except in the most extraordi- 
nary cases, a reduction of prices induces an increase in 
the volume of the sales. The traffic official becomes with long 
experience a master in the application of this law to the trans- 
portation of persons and commodities. When asked for a reduc- 
tion of rates, his first inquiry is “How will such a reduction affect 
the traffic?’ The courts evidently appreciated this funda- 
mental principle, but notwithstanding this, have invariably held 
that judicial action must be based upon existing facts. In the 
Dey case Justice Brewer, who delivered the opinion of the court, 
said: “It is said that it cannot be determined in advance what 
the effect of a reduction of rates will be. Often it increases 
business and who can say that it will not in the present case so 
increase the volume of business as to make it remunerative 
even more so than at present? But speculations as to the future 
are not guides for judicial action; courts determine rights upon 
existing facts.”®* Ten years later this method of determining 
rights was applied in the Nebraska case. The question was, 


“35 Federal Reporter, 881. 
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How shall the court, the facts being at hand, determine the effect 
of a reduction of twenty-nine and one-half per cent. in rates upon 
the value of railroad property? The court said: “The first and 
most important contention of the plaintiff is that if the statutes 
had been in force during any one of the three years preceding 
its passage, the defendant company would have been compelled 
to use their property for the public substantially without reward 
or without the just compensation to which it was entitled. We 
think this mode of calculation for ascertaining the probable 
effect of the Nebraska statute upon the railway companies in 
question is one that may be properly used.”® 

The doctrine of the courts as announced in the Dey case and 
applied in the Nebraska maximum freight rate case was thus 
not only directly opposed to the most fundamental of economic 
principles and to the established practice of business enterprises 
but was even directly controverted in the brief of Mr. James 
C. Carter, one of the leading counsel for the railroads in the 
same case. Mr. Carter contended that the regulation of rail- 
way rates by the State was unnecessary. because the railway 
traffic managers were aware of the fact that low rates induced 
traffic and that the increased volume of business more than 
compensated for the lessened rate of profit and that therefore 
rates were always sure to be kept close to the cost of trans- 
portation. This fundamental economic error of the courts 
accounts for a considerable portion of their decisions that are 
evidently based upon assumptions that are contrary to the judg- 
ment and experience of the business world. A series of reason- 
able decisions in such cases can be expected only when the courts 
have learned to recognize the fact that future economic results 
can be determined not on existing facts but only on future 
conditions. 

3. In the third place, the technical difficulties involved in 
the problem of determining whether a reduction of rates will 
prevent a fair return upon the investment are, as has been shown 
in the preceding pages, so complicated, if indeed not unsolvable, 
in the present condition of railway finance, statistics and 
accounting, that experts differ widely in methods and results 


“Smyth vs. Ames, 169 U. S., 528. 
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and therefore the supreme court, composed of men trained in 
the law, cannot be expected to untangle the facts and apply the 
proper principles and thus reach a wise and equitable decision. 
No exception is taken to the statement of the principles of law 
by the courts. In every case the justices seem to have been 
actuated by the highest ethical ideals and the keenest sense of the 
rights of the contending parties. “A company is entitled to 
demand,” it was said of the San Diego case, “no more than a 
fair return on the reasonable value of the property at the time 
it is being used for the public’ ;*° and again, “The public can- 
not properly be subjected to unreasonable rates in order simply 
that stockholders may earn dividends.’™! Again, particularly 
in the Reagan cases, the doctrine was affirmed that money wasted 
in unwise construction or extravagant management could not 
be taken into consideration in the determination of reasonable 
rates.”* It is when it comes to the application of these prin- 
ciples to actual cases that the judicial machinery breaks down. 
A good example occurs in the Nebraska case. It was shown in 
the evidence submitted that the schedule of rates fixed by the 
legislature was on the average twenty-nine and one-half per 
cent. lower than the published rates. The court accepted the 
evidence and then assumed that the gross earnings of the rail- 
road company for the preceding year would have been reduced 
by the same per cent. for the coming year were the reduction 
to stand. Such an assumption would be realized in the fact only 
when (1) no increase of traffic resulted from the reduction; 
(2) the average was a weighted one and the traffic continued to 
flow in exactly the same proportions at the various rates; and 
(3) all goods were transported at published rates. Again 
the statement of the railroad company, showing the cost of 
carrying the local freight, was accepted without examination. 
When it is remembered that it is the practice of the railroad 
companies to separate not much over twenty-five per cent. of 
the expenses, and that the remainder is arbitrarily apportioned 
by the accountants of the company, and further that it is 
always to the interest of the railroad to make it appear, when 
rates are reduced, that the business in the past was not unduly 


"174 U. S., 757. %*164 U. S., 596. 7154 U. S., 412. 
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profitable, the results were what might have been expected. In 
this case it was shown by the railroad’s statistics that a reduction 
made by the legislature would reduce the gross earnings to an 
amount less than the operating expenses. The statute was 
therefore declared illegal. But even though expenses could be 
scientifically prorated among States, and between the several 
kinds of service, the courts would still have to determine (1) 
the total capital employed by the railroads involved, and (2) 
the portion of the capital that was devoted to the several States 
and to each branch of the business. The courts recognized 
very early the necessity of ascertaining the value of the property 
of the railways whose rights were threatened by a statutory 
reduction of rates, but until the Nebraska maximum freight rate 
case none but the most general statements were made in regard 
to the basis of such valuation. In that case a fairly compre- 
hensive summary of the factors to be considered was made, as 
follows: 

“In order to ascertain that value, the original cost of con- 
struction, the amount expended in permanent improvements, 
the amount and market value of the bonds and stocks, the 
present as compared with the original cost of construction, the 
probable earning capacity of the property under the particular 
rates prescribed by the statute, and the sum required to meet 
operating expenses, are all matters to be given such weight as 
may be just and right in each case. We do not say that there may 
not be other matters to be regarded in estimating the value of 
the property.””* 

Even a cursory examination of the above statement shows 
that the ideas of the court were extremely vague and further that 
it contains a curious mixture of the “cost of construction, 
original,” “cost of construction, new” and the “earning power” 
methods of railway valuation. Moreover, it even qualifies the 
above statement by remarking that “other matters” may be 
regarded. It is, of course, unnecessary to point out that any 
consideration of the earning power under existing rates in 
determining the value of the railroad is entirely illogical. For 
the earning power is determined by its schedule of rates and 
the reasonableness of this schedule is the question before the 


™ Smyth vs. Ames, 169 U. S., 547. 
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court. Further, the court in all the cases that have been brought 
before it for adjudication, where the determination of the value 
of the property was essential to a proper solution of the ques- 
tion, has never made the least attempt to apply its principles of 
valuation as outlined above. In fact a valuation worthy of the 
name is entirely beyond the capacity or the proper functions of 
a court. In some of the minor cases it may have made use of 
a referee, but in all the more important cases, the court has 
either taken the valuation of the railroad company or, more 
generally, decided the case without attempting any valuation 
at all. Again, while the courts have invariably .. “d that intra- 
state earnings and expenses only** may be considered in deter- 
mining the validity of rates made by State authorities, in no 
case have the judges even attempted to make the separation 
necessitated by their decisions. To make such a separation com- 
plete it would, of course, be necessary to determine what per- 
centage of the total capital investment within the State was 
devoted to the use of the intrastate passenger business. Conse- 
quently, even though the courts were able to follow out the plan 
proposed in the Nebraska case and make a valuation, it would 
be still under the necessity of apportioning that capital to the 
several branches of the service as previously outlined. The more 
fully one considers the technical difficulties involved in the 
judicial determination of railway rates and the more carefully 
one reviews the history of past decisions upon this question, the 
plainer it becomes that the courts are unable to cope with the 
technical difficulties that are necessarily encountered, and that 
therefore they must hand over the preliminary investigation that 
is necessary in order to determine the total investment, earnings 
and expenses and to apportion the same on some sane and safe 
economic basis, to a commission made up of experts in this 
field; or they must continue to decide such cases with complacent 
disregard for the principles which they themselves have laid 
down. In the interests of legitimate business as well as those 
of abstract justice it is to be hoped that they will have the wisdom 


to choose the former course. 
Maurice H. RosBINnson. 
The University of Illinois. 
“Smyth vs. Ames, 169 U. S., 466. C. & C. Ry. Co. vs. Tompkins, 176 
U. S., 177. 
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ITH the recent appearance of the fourth volume of 
“Yale Biographies and Annals,” by Professor Franklin 
Bowditch Dexter, is practically completed a century of the history 
of Yale College and her graduates. The period extends from 
1701 to 1792. The first volume covers the period from the 
founding of the College to the granting of the new charter 
in 1745; the second to 1763, when the attempt to make the 
management of the College dependent upon the Assembly ended 
in defeat; the third with the inauguration of President Stiles 
in 1778; the fourth in 1792, when, in return for certain pecuniary 
benefits granted to the College by the State, the Governor, 
Lieutenant Governor, and six senior members of the Upper 
House were made ex-officio members of the Corporation. The 
total number of graduates in the classes 1701-91 was 2,015. For 
a statistical study of this nature it is fortunate that the number 
in each one of the four periods was about 500. In the first, it 
was 483; in the second, 505; in the third, 484; and in the 
fourth, 543. 
Aside from any interest which might possibly be excited from 
a group study of over two thousand graduates of the eighteenth 
century, a period concerning which accurate demographical 
statistics are almost entirely lacking, the principal value of this 
article lies in the comparisons which are now made possible 
between the old Yale and the new. The painstaking labor of 
Professor Dexter enables the statistics of the earlier classes to be 














1908] Statzstecal Study of Yale Graduates, 1701-92. 401 


studied in connection with those of recent years which have 
appeared in the class publications. At the same time it is hoped 
that the comparison of these two periods, separated by a century, 
may throw some light upon the changes in manners and customs 
in this country. 

It will be noticed that upon certain questions the statistics can 
not be furnished for all of the graduates. It must be borne in 
mind that these volumes were not compiled for the purpose of 
furnishing statistical data. With the appearance of the succes- 
sive volumes it became apparent that the wealth of material 
which they contained deserved statistical study. That they 
would be thus used was not, however, in the mind of Professor 
Dexter, while these Annals were in preparation. It is, therefore, 
the more remarkable that upon most of the subjects treated in 
this article the information is so complete. 

Birth-place and Residence. The first question which would 
naturally suggest itself in a study of this kind is the geographi- 
cal distribution of the homes from which the students came. 
For all but thirty-seven of the graduates an answer can be given. 
Over 75 per cent. of them came from Connecticut, and the pro- 
portion increased during the century. During the first period 
it was 74.2 per cent., and in the last, 81.9 per cent. Over half 
of the remainder came from Massachusetts, and the proportion 
from this State was quite constant during the entire period. 
During the first three periods the number from Long Island 
was more than twice as great as that from New York. But it 
must be remembered that Long Island was, to a considerable 
extent, settled from Connecticut, and that the social life of its 
people was probably more akin to that of Connecticut than was 
the case with New York. None of the graduates who came 
from New Jersey entered the College after the close of the sec- 
ond period, and ten of the thirteen came before 1744. It is 
probable that a curious bit of local history accounts for this. 
In 1667 a party of Connecticut people under the leadership of 
the Rev. Abraham Pierson of Branford, becoming disgusted 
with the “Christless rule” of the Colony, migrated to the banks 
of the Passaic and founded Newark. Seven of the graduates 
of this period came from Newark, and the ancestry of five can 





yee 
- 


i 

j 
d 
‘4 
4 





iF? 
if 
' ; 
ati 





402 Yale Review. [ Feb, 


be traced to Connecticut. The presence of the comparatively 
large number of graduates from Newark is thus apparently 
explained. That the College was largely a local institution at 
this period is shown by the fact that only three students entered 
from the Southern States. Aside from New England and the 
States just enumerated, Pennsylvania and Delaware alone remain 
to be mentioned and from them came but four students. 

It may be of interest to note some of the changes in the regis- 
tration which have occurred during a century. For this pur- 
pose the geographical distribution of the students in regular 
attendance during the college year 1906-7 has been compared 
with that, 1701-91. 


1701-91. 1906-7. 
CIE. in ies daseseasasiasscs 77.0% 36.5% 
IR, 5 5twcdneeedcuwcane 13.4 5.6 
DN EEE inc cckanvianwaeweeuns 4.2 19.7 


In this comparison the figures for Long Island are included 
with those for New York. It is thus apparent that 94.7 per 
cent. of the graduates came from three States during the earlier 
period, while only 61.8 per cent. were from the same States in 
1906-7. At present Yale draws 26.2 per cent. of her students 
from States which were not represented before 1792, and 2.8 
per cent. are from foreign countries. 

In the determination of the residence of the graduates the 
attempt was made, by a careful study of each biography, to 
select that State in which the principal life-work of the individual 
was done. The changes in many cases were quite frequent, but 
ordinarily there was little difficulty in determining the principal 
residence. In all but 54 cases the residence can be given with 
reasonable assurance of accuracy. Connecticut became the 
residence of 62.7 per cent. of the graduates, while Massachu- 
setts followed with 13.4 per cent., and New York (including 
Long Island) with 10.4 per cent., making for these three 
States a total of 86.5 per cent. Since 94.7 per cent. had come 
from these States it is evident that there had been considerable 
migration. The number settling in the other New England 
States exceded by seventy-two the number entering college 
from them. A large proportion of these were ministers. 
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Twenty-eight of the graduates went to the Southern States. 
The search for health was the impelling motive of much of this 
migration. Of the total number of graduates 1,407 or 74.8 per 
cent. continued to make their homes after graduation in the 
same States in which they had been reared. There was, how- 
ever, a considerable movement from the -rural districts to the 
cities of the same State. This migration must be considered 
as from places of lesser to those of greater opportunity. 
There are always some students from other States who are 
induced to settle in Connecticut by the friendships formed 
while in college. Since the number who ultimately settled 
in Connecticut was smaller by nearly 300 than those who 
entered college from this State there must have been some 
powerful counter causes at work. It is a significant fact 
that while the number of students entering college from Con- 
necticut increased with each one of the four periods, the 
number of graduates to settle there was largest in the earliest 
period and thereafter steadily diminished. Yet it is to be 
noticed that of the States in the North Atlantic section, New 
York is the only exception to the rule that Connecticut received 
as resident a larger proportion of the graduates from every 
State than she sent to them of her own graduates. Maine, 
New Hampshire and Vermont received many additions, for Yale 
was sending forth more ministers than could obtain churches in 
Connecticut. During the first two periods the ratio of the 
graduates from Massachusetts who returned to their home State 
was to those who settled in Connecticut as three to. two, while 
during the last two periods it was as five to one. At the same 
time the number of Connecticut graduates who settled in Mas- 
sachusetts increased during the century. The relative advan- 
tage of opportunity in Massachusetts increased during the 
century. The same was preéminently the case with New York. 
Out of twenty-three graduates after 1745, who came from this 
State, twenty-one returned to it after graduation. Connecticut 
sent but three graduates to New York during the first period, 
while during the last the number increased to sixty-eight, and 
most of these went to New York City. From 1778 to 1791 the 
number sent by Connecticut to Massachusetts was but thirty-two, 
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while during the previous period it had been sixty-one. New 
York, therefore, was taking the place of Massachusetts as the 
scene of greatest opportunity. During recent years about 25 
per cent. of the students in the Academical Department have 
come from New York, while about 40 per cent. of the gradu- 
ates have settled there. The opening of the Middle West is 
reflected in the beginning of the migration to Ohio after 1778. 
Recently the North Central section has been attracting a con- 
tinually increasing proportion of the graduates. 

Occupation (Table II). In 823 cases, or almost exactly 40 
per cent. of the total number, it has been possible to determine 
the occupation of the parents. The ministry with 287 and 
agriculture with 229 cases together account for over 60 per 
cent. of the parents of known occupation. Law, trade and medi- 
cine then follow in order, aggregating about 28 per cent. It 
is probable that if the complete occupational statistics of the 
parents could be obtained the number engaged in agriculture 
would far outnumber any other one group, and possibly be a 
majority of the whole. There are not likely to be many minis- 
ters, lawyers, doctors, or prominent public servants whose occu- 
pation was not given, but merchants, cobblers, tailors, and, 
above all, farmers are likely to be omitted. A large proportion 
of the graduates came from the rural districts, where agricul- 
ture was the principal occupation of at least nine-tenths of the 
male workers. It would appear remarkable that only two per 
cent. of the parents were reported as engaged in education, did 
we not realize that at this early period teaching had not yet 
become a recognized profession. The number of parents who 
were ministers decreased during the century, while that of 
lawyers, physicians, traders and public servants increased. This 
was most noticeable in the case of the physicians. The number 
from 1701 to 1762 was only one-fourth as great as that from 
1763 to 1791. The importance of this profession was gain- 
ing throughout the century. In the early decades it was united 
in many cases with that of the minister or the apothecary, 
while towards the close it was recognized that this profession 
was sufficient to demand the entire time of a trained man. 

27 
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The occupational distribution of the graduates required the 
exercise of considerable judgment. It was advisable for pur- 
poses of tabulation that, if possible, but one occupation be 
credited to any graduate. A twofold difficulty was here pre- 
sented. Some graduates united two or more occupations at 
the same time, while others changed from one to another. In 
every case the attempt was made to determine the major employ- 
ment. The grouping under the head of “Trade” occasioned the 
most difficulty in the former case. Many graduates owned the 
village store while engaged in farming, others were innkeepers 
and farmers, while others were physicians and apothecaries. 
On the other hand, many graduates held a tutorship in the Col- 
lege while preparing for the ministry, or, after preparing for 
one profession, failed at this, and turned to another. Some 
mistakes have probably been made, but all possible care has 
been taken to determine what was the principal life-work of 
every graduate. If errors have entered they have been unbiased, 
and as such will tend to balance one another. 

In 225 cases the occupation could not be determined. In 
most of these instances the subsequent life of the graduate 
could not be followed or he died so soon after graduation that 
classification was little better than useless. In 729 cases or 
36.2 per cent. of the total the ministry was selected. The num- 
ber in this group was largest in the first period and steadily 
diminished during the century. Over one-half of the graduates 
from 1701 to 1744 became ministers while from 1778 to 1791 
less than one-fourth entered the same profession. The minister 
seems to have been gradually losing the position of commanding 
influence which he had originally held in the community, and 
special groups took the subsidiary occupations of teaching and 
healing which had formerly belonged to him, as the only person 
in the small community with a liberal education. The next 
largest group was the law with 346 representatives or 17.2 per 
cent. of the total. The increase of the numbers of this profes- 
sion was rapid during the century. In the first period only 8.7 
per cent. of the graduates became lawyers, while in the last 
period the percentage was 32.6. Although the graduates in the 
ministry outnumbered those in the law six to one at the first 
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period they were only three-fourths as numerous during the 
last period. This numerical superiority held by the ministry 
down to 1777 has never been regained. The numbers engaged 
in trade (230) and the practice of medicine (221) were nearly 
equal, but the increase in the former group had been the more 
rapid. Of the graduates, 115 became farmers, and of these 
sixty were in the two earliest periods, and fifty-five in the two 
latest. The number was therefore quite constant. At this 
period no railroads had been built and the competition of the food 
supplies from the Middle West had not lowered the profits of 
New England’s agriculture. The number to adopt teaching 
as a profession (67) had materially increased, for while the 
number in this group was but twenty-six from 1701 to 1762, it 
had become forty-one from 1763 to 1791. Although a con- 
siderable number of graduates taught while they were fitting 
themselves for some other profession, those who made of edu- 
cation a life-work were not numerous. 

For the purpose of comparison it has been decided to introduce 
at this point the occupational statistics published in the Yale 
Alumni Weekly of June 19, 1907, by R. M. Byrnes. These 
cover the records of the classes 1867-86 and since they were all 
taken twenty years after graduation the future changes in occu- 
pation should be but slight. 

ProporTION OF YALE GRADUATES ENTERING DIFFERENT OCCUPATIONS. 
1701-91. 1867-86. 
Ministry 8% 
35 
Medicine 9 
Manufacture 7 
Trade 8 
Education 
Miscellaneous and unknown 21 


12 


This table but accentuates the change that had been noted 
during the eighteenth century. The law has increased the lead 
it had obtained in the fourth period. Medicine and trade have 
remained most nearly constant. Education, from a position next 
to the lowest in the earlier column, has now advanced to next 
to the first place. It is now a recognized profession requiring 
special training, and one which appeals to an increasing num- 
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ber of college men. The growth in the number of men entering 
manufacture is, perhaps, but a reflection of the increasing 
importance and complexity of our industrial life. Side by side 
with the rapid increase in these professions is the falling off 
in the proportion entering the ministry. The figures for the 
eighteenth century noted the direction of the change, but this 
comparison makes apparent its extent. 

It was stated on a previous page that in 823 cases the occupa- 
tion of the fathers was known. In 312 cases the graduates 
adopted the profession of the parents. In the case of the min- 
istry, law, medicine, trade and agriculture the cases are perhaps 
numerous enough to warrant carrying the comparison farther. 
In those cases in which the occupation of the father was given 
the proportion of graduates to enter the same profession was as 
follows: 


MEE ns casnawue Sean nite aaae 41.5% 
DO Fakcivaseanenmieecnaue anes 53.8 
SI 2 20 bos Cages ee ewe 43.3 
ads ise cidoccdin ek dan aeass eeemars 50.7 
IE ep in ccutechcoeereemwen 27.5 


The law and trade appear to be preéminently those occupa- 
tions in which the sons follow the fathers. In both of these there 
is a considerable investment of good will. The lawyer with 
extensive practice has a clientele which he hopes to turn over to 
his son, while the graduate also finds it of advantage to take 
up a business which his father has built up for him. The 
advantages of the law and business may appeal to other gradu- 
ates to entice them into these professions, but to none so strongly 
as to those whose business connections are in a way hereditary. 
The same is of course true, to a considerable degree, with respect 
to medicine, but since the chance of amassing large wealth or 
obtaining political preferment may have appeared greater in 
law or business, physicians may have persuaded their sons to 
follow some other profession than their own. With the min- 
istry the case was different. Aside from rare instances in which 
the graduate was possessed of a name eminent in theology there 
was little advantage for the son of a minister over one of any 
other occupation. It was very exceptional for a son to follow 
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his father in a pastorate. Therefore, although the ministry 
attracted more graduates twice over than any other of the 
liberal professions during this period, the tendency to make it 
hereditary was the weakest. Only about a fourth of the gradu- 
ates whose fathers were farmers followed the same occupation. 
It was doubtless felt that to become a successful farmer did not 
require a college education. In many cases where the family 
was large it was impossible to provide for all the sons on the 
farm, and one or more of them came to college to be fitted for 
some other occupation. In tie rural districts, where most of 
these farms were situated, the minister was a person of great 
influence, and it is not surprising to find that more of the grad- 
uates entered this profession than any other. In many cases 
it is stated that physical weakness was the leading motive for 
the sending of a farmer’s sonto Yale. It was felt that he was not 
strong enough to take up severe farm work, but might be suc- 
cessful in some other occupation. There is one grave lack in 
this study of the hereditary nature of occupations. We are able 
to include only those sons who graduated from Yale. It would 
have been better to include all the sons, but, from the nature 
of the volumes, this was of course out of the question. 

In the elaborate and carefully edited Decennial Record of the 
Class of 1896, Yale College, compiled by Clarence S. Day, Jr., 
is a Statistical table (p. 820) which may well be introduced here. 
The object is to compare, between these widely separated periods, 
the proportion of graduates who follow the profession of their 
fathers. 


Ministry 
Law 
Medicine 
Business 
We find the order of the professions with respect to this 
hereditary tendency unchanged. The law still leads, followed 
by business, medicine and the ministry. What was said with 
regard to the conditions in the eighteenth century is evidently 
true to-day. 
Marriage. Of a total of 2,015 graduates there is absolute 
proof that 1,679 or 83.3 per cent. married, while 169 or 8.4 
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per cent. died bachelors. In 167 cases or 8.3 per cent. of the 
total it was impossible to trace the subsequent careers with 
sufficient fullness to be certain upon this point. It would prob- 
ably not be far from the truth to say that go per cent. married 
and ten per cent. remained permanently single. The propor- 
tion of married in the occupations with over a hundred repre- 
sentatives was as follows: 


DE aes Sucanacrectnbcces dome 90.59% 
NE A aaa aes cone dip ainibee anes eres 91.3 
BS. b act sakcavdwannseeweuen 85.5 
MEE, bhb6d4 ssn hee sceseaseeanmne 26.5 
BR, bs vbw ans stab eeewceodes 92.2 


The complete statistics upon this point are here given. 


CoNJUGAL CONDITION OF YALE GRADUATES, I70I-QI. 


Single. Married. Unknown. Total. 

BE So cscecahenmmeaed 31 660 38 729 
Dn dhechnessekenteeheves 20 316 10 346 
ON et icc enh earned 18 189 14 221 
PND osc ccsceccese 13 I 14 
MEE. DESRAC Hake neecme sd 18 199 13 230 
Public Service ........... 4 36 40 
POMBE oo cccccccccces 3 106 6 115 
ica ceig ida aidr scl 15 45 7 67 
Miscellaneous ............ 8 17 3 28 
| rere 52 98 75 225 

<P errrr eye 169 1,679 167 2,015 


The ministry, law and agriculture are the three occupations 
in which the proportion of married is greatest, while medicine 
and trade are a trifle lower. To fulfill his social and parish 
duties a wife is very essential to a minister, and the life of a 
bachelor on a farm is necessarily lonely, but it is difficult to 
see why the proportion of married among lawyers should be 
higher than among physicians or merchants. In the study of 
the classes 1867-86, to which reference has already been made, 
it was found that 61.4 per cent. of the graduates had married 
within twenty years after graduation. This is much lower than 
the percentage at the earlier period, but it is necessary to bear 
in mind that the earlier statistics were collected after the death 
of the graduates, while many years of life yet remained for the 
later group. To bring these more nearly to a basis of equality 





412 Yale Review. [ Feb, 


it is necessary to determine how many of the graduates from 
1701 to 1791 married for the first time after being out of col- 
lege more than twenty years. This amounted to about 2.5 per 
cent. If we add this to the percentage for the graduates 1867- 
86 to marry we have 63.9 per cent. But the period required 
for professional training is now much longer than it was in the 
eighteenth century, so that a larger proportion may defer mar- 
riage to a later date. When due allowance has been made for 
this it is probable that not more than 70 per cent. at present 
marry, compared to at least 85 per cent. for the group here 
under consideration. The proportion of married for the classes 
1867-86 was also computed by occupational groups. 
PROPORTION OF YALE GRADUATES TO MARRY. 
1701-91. 1867-86. 
Ministry 70% 
Law : 57 
Medicine . 59 
42 

The order here is somewhat changed. As we should expect, 
the ministry is in the lead. The law, which was highest at 
first, is now next to the lowest. Trade has dropped to last 
place, while medicine has moved up to next to the highest. Too 
much weight should not be placed upon the exact order of these 
percentages, but the point to be borne in mind is that the 
proportion to remain permanently single is now much greater 
than it was a century ago. 

There are 169 graduates of whom the records definitely state 
that they died single. It is of interest to know how many of 
these died young and how many reached advanced age. Their 
ages at death were as follows. 


We see that 108 out of 169 to die bachelors were under 30 
at death. It is, of course, impossible to state how many of these 
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would have remained single, had their lives been spared for 
a considerable length of time, but the fact of their early age at 
death removes a large proportion of the unmarried, and makes 
the preponderance of the married still more striking. 


AGE AT MARRIAGE OF YALE GRADUATES, I70I-QI. 
so and Age 
Under 20. 20-24. 25-29. 30-34. 35-39. 40-49. over. Unknown. Total. 


Ministry 110 269 81 28 160 660 
Law 107 38 II I 73. «4316 
Medicine 61 21 52 189 
Manufacture 4 I 2 13 
Trade 59 27 38 199 
Public Service .... 16 4 8 36 
Agriculture ‘ 27 8 23 106 
Education II 10 7 45 
Miscellaneous 5 4 17 
Unknown 28 8 32 98 


587 198 30 3399 1,679 
The question to naturally follow the discussion of its prob- 
ability is the age at marriage. An answer to this can be given 
for all but 399 of 1,679 cases. -In every instance the age at 
the first marriage is given, and, if the graduate subsequently 
married one or more times, no record was made of it in this table. 
The mode was from twenty-five to twenty-nine inclusive, and 
more marriages occurred in the twenty-seventh than any other 
one year. The quinquennial age group, 20-24, w.s second with 
nearly twice as many marriages as the group 30-34, which was 
next in order. For every occupational group except trade, 
agriculture and miscellaneous the period of greatest frequency 
was 25-29, while for these three classes it came from 20 to 24. 
Education was the only group in which the numbers from 30 
to 34 exceeded those from 20 to 24. 
For the purpose of comparison there is introduced at this 
point the proportion of bachelors marrying in certain age groups 
for the State of Massachusetts in 1gor. 


Vale Graduates Massachusetts 
1701-91. Igor. 


1.4% 1.9% 
) 36.5 
37-9 
15.5 
5.6 
2.5 
0.1 
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At first glance it would appear that since the proportion to 
marry in the earlier age groups was larger in the column for 
Massachusetts, it might be concluded that the tendency to post- 
pone marriage was not so great as it had been in the eighteenth 
century. But the dangerous attempt is here made to compare 
two quantities which are not in all respects similar. The Yale 
graduates are a selected group, since three-fourths of them 
belong to the professional classes. In the figures for Massa- 
chusetts all bachelors are included. In England in 1884 the 
average age at marriage of bachelors in the professional classes 
was five years greater than that of the total bachelors in the 
kingdom to marry. There was a difference of at least three 
years between these groups for Massachusetts in the latter part 
of the nineteenth century. If this correction should be made in 
the table for Massachusetts, it would be found that a larger pro- 
portion of professional men at present deferred marriage to 
higher age groups than was the case with the Yale graduates of 
the period under consideration. 

Another light in which to view the same question is to com- 
pare the average age at marriage of the graduates in the 
eighteenth with that of certain College classes in the latter part 
of the nineteenth century. In computing the average for the 
classes 1701-91 the following plan was adopted. The sum was 
taken of the exact ages of those marrying under 20, and 40 
and over. In each of the quinquennial groups all of the gradu- 
ates in any one group are assumed to be at an age half way 
through the group. Thus all those from 25 to 29 were taken 
at 27.5 years. This assumes the number of graduates in each 
group to be approximately the same on either side of this 
arbitrary line. This is roughly the case with the age group 
25-29, where the peak of the frequency curve is almost identical 
with this standard. As the curve slopes from this center the 
arbitrary average is too low for the group 20-24 and too high 
for the groups 30-34 and 35-39. But the numbers on each side 
of the group 25-29 lacked only two of being exactly equal, and 
it was hoped that the errors would balance. A trial was made 
of one of the larger occupational groups, taking one average 
by adding the ages at marriage of all within the group, and 
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another by the shorter method outlined above. The difference 
between the two averages was less than half a monih. From 
the statistical study of the classes 1867-86 were taken the cor- 


responding averages. 


AVERAGE AGE AT MARRIAGE OF YALE GRADUATES. 
1701-91. 1867-86. 
29.1 
30.3 
31.1 
29.0 


29.9 


During the nineteenth century the average age at marriage 
for Yale graduates has increased at least 2.2 years. It must 
be borne in mind that the figures for the classes 1867-86 were 
taken after they had been graduated twenty years. Some will 
marry after this period. If we assume that to every 100 gradu- 
ates to marry before they have been out of college for twenty 
years there are three to marry after this time, and that the 
average age at marriage for these three is 45 years, the average 
age at marriage will become 30.3 instead of 29.9 years. In both 
respects this is a conservative estimate. It seems therefore safe 
to affirm that the average age at marriage is at least two and a 
half years greater than it was during the eighteenth century. 

The differences in the average age at marriage of the various 
occupational groups of the classes 1701-91 is very small. For 
agriculture the age was the lowest. There was no long and 
expensive professional training to be completed before the 
graduate could become self-supporting. The same is true for 
a merchant, and the age in this group is the lowest of any 
included in both columns. In law and medicine the increase 
has been the greatest, and in both of these piofessions the 
period to elapse after obtaining an academical degree before 
professional training has been completed and the young gradu- 
ate become self-supporting is not only long but continually 
increasing. In a great many instances during the earlier period 
the candidates for the ministry taught for several years while 
completing their theological training. They must then be set- 
tled over a church, and marriage was deferred unti! shortly 
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after ordination. This was probably responsible for the high 
average age at this time. The increase in the length of time 
required to prepare for the law or medicine has undoubtedly 
been greater during the nineteenth century than is the case with 
the ministry. The minister feels strongly the advantages of 
a wife to assist him in his parish work, and the provision of a 
fixed salary with parsonage soon after leaving the professional 
school is an incentive to early matrimony which is lacking in 
the case of the young lawyer or physician just starting in 
practice. 

Since it was found that there had been a considerable increase 
in the average age at marriage of the graduates of 1867-86 
over those of the eighteenth century, it was thought advisable 
to determine whether there was any sign of this change during 
the earlier century. Therefore the average was computed for 
two periods, 1701-62 and 1763-91. This was felt to be better 
than to make four divisions, since a much larger number of 
cases would thus be included in each group. At the same time 
a similar computation was made for the three large occupational 
groups of the ministry, law and medicine. This was done since 
the proportion to the total of these professions was quite differ- 
ent in the earlier than in the latter half of the century. 


AVERAGE AGE OF MARRIAGE OF YALE GRADUATES. 
1763-91. 
29.0 
27.8 
28.0 


283 


We now see that this change had already begun during the 
eighteenth century, and the marriages had been deferred 1.2 
years. The order of the three selected professions was the same 
at both periods, the ministry being the highest, followed in order 
by medicine and law. In fact, by the close of the century the 
ministry had reached the point which it holds at present. 

The attempt was made to determine the effect of the War 
of Independence to postpone marriages during the period of 
hostility, but it was soon seen that the cases were too few to 
permit the successful study of this question. 
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On account of lack of sufficient data it is impossible to deter- 
mine the age at marriage of the wives of the graduates. It 
seems, however, to have been quite low, and there are five 
cases in which they were only 14 years of age when married. 

The remaining question to be discussed under this topic is 
the extent of remarriage among the graduates, and their wives. 
A word of explanation of the following table is perhaps 
required. The figures arranged in horizontal lines across the 
table give the number of wives of graduates who contracted a 
certain number of marriages. Thus those graduates who were 
married three times and three only had 174 wives. There were 
thus fifty-eight graduates in this division. Two graduates 
married five times each. In both of these cases the first wife 
was a maid and the other four were widows. 


NUMBER OF MARRIAGES CONTRACTED BY 1,679 YALE GRADUATES, I70I-QI. 


Number of women mar- Number of times wives married. 
ried by graduates. I. 2 Total. 


" 3 
I 1,120 131 16 1,268 
2 578 98 8 684 
3 142 30 2 174 
4 31 5 36 
5 2 8 10 


Total 1,873 272 26 I 2,172 


1,679 graduates were married 2,172 times. About 75 per 
cent. of the husbands were married but once, while of the wives, 
86.2 per cent. contracted but one marriage. At this point is 
introduced a table showing the proportion of marriages of the 
graduates and their wives by order of marriage and similar 
<== figures for the marriages which were celebrated in Connecticut 
in 1901. This second set of figures is introduced from lack 
of a better, as it is doubtful if a table of this kind has ever been 
drawn up for the Yale graduates of a large number of classes 

in the nineteenth century. 


Males. Females. 
Yale, 1701-91, Ct., 1901. Yale, 1701-91. Ct., 1901. 


First marriage 87.1% 86.2% 90.0% 
Second marriage 11.7 12.5 9.5 
Third marriage : 1.1 1.2 0.5 
Fourth marriage . 0.1 0.5 

Fifth marriage . 0.01 

Sixth marriage 0.01 
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The proportion of first to total marriages is much smaller 
among the graduates than their wives. To the widower a 
second wife is in many cases essential to care for the young 
children which have been left to him. The striking fact of the 
table is, however, the decrease in the proportion of remarriages. 
The proportion of Yale graduates to marry three or more times 
was over three times as great as that for Connecticut males, 
while the ratio between the females was nearly as great. The 
increase in the length of life during the nineteenth century has 
made the husband or wife older at the death of the consort. If, 
instead of the total figures for Connecticut, it had been possible 
to substitute those for the graduates of the College in the middle 
of the nineteenth century, it is probable that the change would 
have been greater, for the average age at marriage of the 
graduates is higher than that of the total population, and there- 
fore there would have been fewer widowed in the early ages. 
To offset this it must be remembered that Connecticut has an 
increasing population and this would naturally make the pro- 
portion of first marriages larger. It is, however, safe to say 
that remarriage was more frequent among the professional 
classes a century ago than it is at present. 

Fecundity. So much is heard at present about “race suicide” 
or the small number of children among the upper classes in this 
country that a study of the size of families of the Yale gradu- 
ates under consideration cannot fail to be of interest. Table 
III gives for each profession the number of graduates arranged 
according to the number of children born to each. In 150 cases 
the size of family could not be determined, but in a consider- 
able proportion of these the record states that the graduate 
died “leaving a large family” or words of like import, so that 
it is not likely that the average would be much lowered if the 
exact figures were to be obtained. Wherever possible the total 
number of children born was determined, but in some cases the 
record gave only the number who survived the father. It is 
therefore likely that the average given will understate, rather 
than exaggerate, the number of children born per married 


graduate. 
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There were more families of seven than of any other size. 
The number of cases of two and five children are the only ones 
to break the steady rise of the frequency curve. It is possible 
that the small number of cases under consideration is responsible 
for these two changes in direction. There are but 69 cases 
in which the marriages are recorded as childless. That all of 
the marriages with the exception of four per cent. should have 
been blessed with issue is indeed remarkable. For the ministry, 
law and trade the largest number of families had seven children; 
for medicine, six; for public service, five; while for agricul- 
ture there was an equal number of three and seven; and for 
education, with eight and nine. There were altogether fifteen 
cases of fourteen children per family, four of fifteen, one of 
sixteen, four of seventeen, two of eighteen, and one of nineteen. 
The number of children born of the 1,529 graduates of whom 
information upon this point was given was 8,782, or an 
average of 5.7 per married graduate. If the Yale graduates 
can be considered as representative of the professional classes 
at this period, there was no race suicide in the eighteenth century, 
for the size of families among the rest of the population was 
probably at least as high as among this select group. 

To determine whether there were gvave differences among 
the occupational groups upon this point, the averages have been 
calculated for the ministry, law, medicine, trade and agriculture. 
There were not enough cases in the other groups to warrant the 


same computation. 


AVERAGE NUMBER OF CHILDREN PER FAMILY. 


Agriculture 


The proverbially large families of ministers seems justified by 
this table, and yet they married the latest of any of these groups. 
Aside from this class the groups follow the order we should 
expect: agriculture with the largest families has the earliest 
age at marriage, while the physicians with the smallest families 
marry latest. But fecundity is a function of many variables, 
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and so many considerations, aside from age at marriage, enter 
to determine the size of family, that it is useless to conjecture 
as to causes. If the number of cases were large enough to make 
possible a further division of the occupational groups by age of 
the mother at marriage, and the duration of the marriage, more 
might possibly be learned, but this is impossible. 

For the classes 1867-86 the fecundity was computed and these 
figures will be given. To make comparison more convenient, 
the figures for the earlier period are repeated. 


1701-91. 1867-86. 
2.2 
2.0 
1.7 
1.7 


2.0 


The difference in fecundity between these two periods is 
striking. It must be borne in mind, however, that all of the 
children are not yet born before the fathers have been twenty 
years graduated. The extent of this omission it is impossible 
to determine, but from an intensive study of one of the early 
classes in this group it is probably close to 15 per cent. This 
would increase the average of the later group to about 2.3. 
This still leaves the family of the graduate of the latter part of 
the nineteenth century less than one-half the size of that of 
the graduate of the eighteenth. 

During the past four years statistics of a similar nature have 
been gathered for the parents of over 800 students in one of the 
courses in Yale College. The average number of births in the 
families to which these students belong was 3.7. This is of 
course too high for a general average, since no families are 
included in which at least one son did not reach his twentieth 
year. 

Mortality. It is necessary to do little more under this head 
than reproduce the results of the work of Professor H. A. 
Newton, which was included in the appendices to Vols. I and II 
of the “Annals,” and of Dr. J. M. Gaines in Vols. III and IV. 
The question under consideration was whether the duration of 


28 
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life among the graduates of this period was greater or less than 
that at present in this country. For comparison the “American 
Table” was used. It will be noticed that the total of actual 
deaths is given as 1,980. There were thirty-five graduates of 
whom the age at death could not be determined. 


Expected deaths by Ratio of actual to 
Actual deaths. American Table. expected deaths. 


73.80 148% 
149.80 119 
158.67 126 
199.82 124 
308.82 108 
468.11 86 
746.09 68 


2,104.71 04 


The second column contains the number of deaths at the 
corresponding ages in the first column. The third column gives 
the number of deaths that might have been expected according to 
the American Table, and the fourth the proportion which the 
second column bears to the third. 

The fourth is possibly the column of greatest interest as it 
gives the ratio of actual to expected mortality. Since there was 
an improvement in conditions throughout the country, this 
column is given for each one of the periods. 

Ratio oF AcTUAL To Expectep Morra ity. 
1701-44. 1745-62. 1763-77. 1778-91. 
161% 142% 1397 
136 152 82 
127 112 137 
128 123 97 
III 04 04 


84 90 72 
77 68 65 


100% 94% 82% 


In commenting upon his second contribution to these statis- 
tics, Professor Newton wrote: “It is a marked feature of the 
mortality statistics of American college graduates that there is 
excessive mortality in the years immediately following gradua- 
tion. This is no doubt due to the strenuous efforts of young 
graduates to attain a good position in their profession. The 
later favorable experience in the ages from 45 to 75 is pre- 
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sumably due to the fact that they have by that time gained 
position or else lost ambition.” 

Looking over the statistics for the century, Dr. Gaines wrote: 
“There is evident a steady betterment of conditions of living as 
we pass from pioneer times toward the end of the eighteenth 
century, and indeed we go well to the middle of the nineteenth 
century. This comparison is to a certain extent misleading, 
because of the presence of a remarkable body of lives in the 
present group. The American Table states that of 100,000 lives 
at the age of 10 none may expect to pass the age of 96. In 
100,000 insured lives at the present day one might expect to 
find as many as four of 96 years of age, or older. It is most 
extraordinary, therefore, to find in this small eighteenth century 
group of 540 lives, four that reach the tabular limit, and one 
dying in his 102d year.” 

When we approach the question of the cause of death the 
information is very meager. In only 364 cases was it possible 
to determine this with accuracy, and even in some of the cases 
where the cause was given it was difficult to classify on account 
of uncertainty of nomenclature. Thus, jail fever, camp fever, 
ship fever and typhus fever are met with. It is probable that 
all should be included under the last head. The exact classifica- 
tion of lake and Southern fever is doubtful. It is possible that 
by “shortness of breath” may be meant asthma. Had it not 
been for its interest in one or two respects the following table 
would have been omitted. 


Known Causes oF DEATH AMONG YALE GRADUATES, 1701-91. 


General Diseases Others of this class 


Scarlet fever Diseases of nervous system 
Influenza 3 

Fever (unclassified) Apoplexy 

Yellow fever Paralysis 

Typhoid fever Epilepsy 

Typhus 

Small pox Diseases of circulatory system .. 
Dysentery 

Cerebro-spinal fever Diseases of the heart 
Erysipelas Others of this class 
Septicemia ; < 

Old age Diseases of the respiratory system 
Rheumatism 


Consumption Pneumonia 


Pleurisy 
Asthma 
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Diseases of digestive system .... 10 Accidents and injuries 


Diseases of the liver Killed in war 
Homicide 
Burns 
Drowning 
Diseases of urinary system 


Diseases of the kidney 


The most striking fact brought out in the table is the large 
number of deaths from diseases which have now been all but 
eliminated, and whose presence in a community is generally con- 
sidered a result of improper living or filth conditions. Yellow 
and typhus fever are the leading examples of this. Small pox 
was particularly fatal at this period, and epidemics of this dis- 
ease were not rare. The proportion dying from consumption 
is no larger than was to have been expected. The diseases of old 
age, such as apoplexy and paralysis, are heavily represented. 
The number to meet death by accident and injury is abnormally 
large. This is probably due to the fact that when the death 
was due to one of these violent causes it was more likely to be 
recorded than when it was from one of the more common 
diseases. It was decided to classify one of the causes under 
this head as “killed in war” rather than “killed in battle,” 
because one of the graduates of this period was hanged as a 
spy, and two others met death as a result of war but not in any 
battle. In addition to those whose cause of death was definitely 
stated in the table were one each killed by Indians, by an explo- 
sion, by lightning, by unskilful blood-letting, by accidental 
shooting, and by exposure and freezing. 

College Degrees of Fathers and Sons. The question of the 
proportion of the graduates whose fathers had obtained an 
academical degree can be easily answered, and a comparison 
made with the Yale College classes of recent years. 


CoLLeGeE DEGREES OF PARENTS OF YALE GRADUATES, 170I-9QI. 
1701-44. 1745-62. 1763-77. 1778-91. Total. 
92 gI 272 
22 7 103 
University of Glasgow I 2 
Princeton 5 5 


114 103 382 
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During the entire period 18.9 per cent. of the fathers had col- 
lege degrees. In some cases the fathers were counted more 
than once, but this was felt to be justified since the total number 
of graduates formed the denominator and it seemed unfair to 
count two or three brothers but once. Before 1745 twice as 
many of the parents were graduates of Harvard as of Yale. 
In fact, the first graduate to have had a father in Yale before 
him was a member of the class of 1729. From this point down 
to 1791 the proportion of college educated parents to have 
had a Yale degree increases. Princeton first appears on the 
list in the latest period. It seems remarkable that only three 
American colleges should have been represented among the 
parents of Yale graduates during this century. 

The proportion of graduates to have fathers with degrees 
increased down to 1777, but showed a decrease in the latest 
period under consideration. The following table shows the cor- 
responding figures for more recent years. 


Sons of Yale Sons of graduates of 
Classes. Graduates. other colleges. 


5.4% 
9 
14 
I2 
11.5 
17 


It is unfortunate that an average for the last twenty-five years 
cannot be given, but the statistics for these few classes seem to 
show that the proportion with Yale fathers, while not so great 
as it was in the eighteenth century, is increasing. On the other 
hand, the proportion whose fathers were graduates of other col- 
leges is much greater. This is but natural, for the proportion 
borne by the graduates of Yale to the total number obtaining 
academic degrees in this country is constantly decreasing. 

A question closely related to that just under consideration is 
the proportion of the graduates to send their sons to college. 
In the following tables only those sons who graduated have 
been included. There were thirty cases in which the graduates 
sent sons to two different colleges. 
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Yate GrapuAaTes WHosE Sons RECEIVED AN ACADEMIC DEGREE FROM AN 
AMERICAN COLLEGE. 
2 sons. 3 sons. 4 sons. 5 sons. 6 sons. Total. 
73 25 3 3 2 400 
10 35 
2 I 17 
Dartmouth .... 6 I 20 
Columbia 8 
13 
Williams 39 
Middlebury ... 10 
Union 10 
Hamilton 
Amherst 
Bowdoin 
Others 


Total... 31 5 3 


During this period 583 or 27.4 per cent. of the graduates 
sent 792 sons through college. As we should expect, Yale has 
a commanding lead. Williams, Harvard, Dartmouth and 
Princeton follow in order. Altogether twenty-one colleges are 
included in the complete list. Two graduates divide the honor 
of having sent six sons to Yale, while three have sent five. A 
large number of the graduates who were ministers sent sons 
to Williams at the time when that college took the lead in 
promoting interest in foreign missions. There are some peculiar 
combinations in the table. One Yale graduate, whose father 
had been educated at Harvard, sent his son to Princeton. 


Wi.uiaM B. BAILEY. 
Yale University. 





NOTES. 


British Legislation in 1907. The session of 1907—the second 
session of the Parliament elected in January, 1906—was not charac- 
terized by any one great outstanding measure. When the Liberal 
Party came into power after its twenty years of opposition, it found 
itself confronted with demands for reform legislation in every 
department of English life, and the list of fifty-eight public Acts, 
passed in 1907, is the response of the Government to the expectations 
of its supporters. As in the session of 1906, the majority in the 
House of Commons found itself confronted with a hostile majority 
in the House of Lords. There was no such memorable conflict 
between the two Houses as those which arose in 1906 over the Lords’ 
rejection or mutilation of the Education Bill and the Plural Voters’ 
Bill. Two bills of first importance both applying to Scotland were, 
however, destroyed or lost in the Upper Chamber. These were the 
Small Holdings (Scotland) Bill and the Taxation of Land Values 
(Scotland) Bill. Amendments in the House of Lords weakened 
the Liberal character of other measures, although in several 
instances the Lords receded from their amendments on the refusal 
of the Commons to accept them. During the session, the House 
of Commons sat on 131 days, meeting on February 12 and adjourn- 
ing August 29. There were several by-elections during the year, 
and in two of these, Liberal seats went to representatives of the 
Labor party. One seat in the Brigg division of Lincolnshire was 
regained by the Conservatives, which, with the gain of a seat at 
Cockermouth in 1906, offsets the loss of two members by secession 
to the Liberals. Up to the close of 1907 there were no signs of any 
rehabilitation of the Conservative Party or its recovery from the 
overwhelming defeat which it sustained at the polls in 1906. If 
the Liberal Government had lost strength since its inauguration, it 
was rather due to impatience and exasperation at its slow fulfillment 
of its pledges on the part of the Labor and Radical wings of the 
party, than to any improvement in the position of the Conservatives. 

TERRITORIAL AND Reserve Forces Act.—The bill on which 
the Commons expended the largest amount of time and discussion 
was the bill for the reorganization of the volunteers, militia and 
yeomanry introduced by Mr. R. B. Haldane, Minister of War. This 
measure is intended at the same time to increase the efficiency and 
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decrease the cost of the reserve forces. It provides for the enlist- 
ment, training and equipment of a territorial force of 300,000 men, 
which is liable to serve in any part of the United Kingdom. Service 
abroad on the part of the members is purely voluntary, but in case 
of war, volunteers will be called for from the ranks of the territorial 
force. The field force, or regular army, according to the Act, is to 
consist of 160,000 men, ard is liable for service in any part of the 
world. The old English auxiliary forces,—the militia, the yeomanry 
and the volunteers, are all absorbed into the new territorial force. 
Duties in connection with the territorial force are laid upon the lord 
lieutenants of the counties,—officials whose usefulness during the 
last three or four centuries has been steadily declining. Henceforth 
lord lieutenants are to be chosen from among men who have had 
military training and experience. 

SMALL HoLpiInGs AND ALLOTMENTS Act.—Since the enfranchis¢- 
ment of the rural laborer in 1884, one of the principal planks m 
the Liberal platform has been legislation to give access to the lard 
to the farm laborer. Allotment acts were passed by the Conserva- 
tive Government in 1887 and 1890, under which small plots of larfd 
could be secured by laboring men. The object of these acts was to 
provide land which could be cultivated by wage earners in their 
spare time, and the acts have been put into operation chiefly in the 
smaller provincial towns and villages. In 1892 the Gladstone 
Government passed the Small Holdings Act, by which county 
councils were empowered to take land and to lease it in plots of 
from one to fifty acres,—holdings which it was thought would be 
sufficient to occupy the whole time of the tenant. Compulsory 
power to acquire land was not, however, conferred by the act, and 
the unwillingness of county councils to undertake such schemes, both 
on account of the cost and because they were not generally in sym- 
pathy with the purposes of the act, has prevented the act fram 
being put into operation except in a few isolated localities. The ° 
Small Holdings and Allotments Act of 1907 amends the acts of 
1887 and 1890 concerning allotments as well as the Small Holdings 
Act of 1892. The new act provides for the appointment of com- 
missioners under the Board of Agriculture—a State Department of 
which Lord Carrington is president—who may themselves form 
schemes for the purchase of land and its division into holdings, or 
may report to the Board of Agriculture the need for small holdings. 
The preparation of schemes may be undertaken by the county 
councils, but if a council does not choose to carry out this work, it 
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is open to any borough, district or parish council to make representa- 
tions to the commissioners, and to have schemes prepared by the 
commissioners. Power is given to the county, borough and district 
councils to acquire land compulsorily for the purpose of carrying 
out the small holdings schemes. In the case of parish councils this 
power is withheld. The land must be acquired for them by the 
county council, but an appeal to the Board of Agriculture is allowed 
when a parish council feels itself aggrieved by the inaction of the 
county council. There are provisions in the Act for arbitration, for 
the valuation of land and for the borrowing of money by the coun- 
cils. It also amends the conditions on which the land is held and 
transferred, and admits of the interposition of codperative societies 
between the council and the actual tenants. Holdings may either be 
leased or purchased by the tenants, but a power of redemption is 
reserved to the council in any case where the purchaser no longer 
wishes to use the land for a small holding, or in case of the death of 
the purchaser. Care is taken that no injustice shall be done to the 
landowners under the compulsory purchase clause. Extra payment 
must be made for disturbance, and it is even provided that a laborer 
who has been regularly employed on land acquired by a council for 
holdings, if the “effect of the acquisition has been to deprive him 
of employment, and there is no employment of equally beneficial 
character available for him in the same locality,” may receive com- 
pensation from the council for his loss or for his expenses in 
moving elsewhere. 

Evictep TENANTS (IRELAND) Act.—Another measure dealing 
with land is the Evicted Tenants Act. This act is an effort to heal 
the long existing sore which was left in Ireland by the land war of 
1880 and 1881. These evicted tenants were the victims of the 
no-rent policy of the Land League. and so long as they remained a 
charge upon the resources of the Nationalist Party there could be 
no conciliation in Ireland. The act provides that the Estates Com- 
missioners of Ireland shall be empowered to acquire land compul- 
sorily in order to reinstate evicted tenants. In every case where 
possible, the tenant is to be reinstated in his old holding; but where 
the land is now in “the possession or occupation of a tenant using 
it as an ordinary farmer in accordance with proper methods of hus- 
bandry” other land as similar in character as possible is to be 
offered to the evicted tenant. The reinstated tenants are to be 
enabled to become the owners of their holdings on terms similar to 
those under the Irish Land Act of 1903. 
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PATENTS AND DesIGNS AMENDMENT Acts.—Two acts for the 
amendment and consolidation of the Patent Code were passed in 
1907. The first, 7 Edward VII, c.28, is an amending act. It 
specifies more clearly the conditions on which patents are granted, 
continued and revoked. The most important provision is contained 
in clause 15, which enacts that “at any time not less than four years 
after the date of a patent and not less than one year after the pass- 
ing of the Act, any person may apply for the revocation of a patent 
on the ground that the patented article or. process is manufactured 
or carried on mainly outside the United Kingdom.” A patent may 
also be revoked on the ground that the reasonable requirements of 
the public have not been satisfied, if by default of the patentee the 
patented article is not manufactured to an adequate extent to supply 
the demand on reasonable terms; or if any trade or industry is 
“unfairly prejudiced by the conditions attached by the patentee, 
before or after the passing of the Act, to the purchase, hire or use 
of the patented article, or to the using or working of the patented 
process.” This last clause, as was plainly indicated in the debates on 
the bill by Mr. Lloyd George, President of the Board of Trade, is 
aimed at the rigorous conditions imposed by the Massachusetts 
patentees of certain shoe-making machinery. The second Patents 
and Designs Act, 7 Edward VII, c.29, is a consolidation of the enact- 
ments relating to patents for inventions and the registration of 
designs and trade-marks. It is a most useful piece of legislation, as 
it simplifies and makes workable the acts of 1883, 1885, 1886, 1888, 
1901, 1902 and 1907 (c.28), which are all repealed by the new Act. 
This act was not debated in Parliament, as it contains no new 
feature whatever. 

ComPaNtes Act AND LIMITED PARTNERSHIP Act.—An evasion of 
the law of 1900 penalizing companies for misrepresentation in 
prospectuses inviting public subscription, and placing responsibility 
on the directors who sign a prospectus, has been practiced by the 
formation of companies and the alloting of shares without the issue 
of a prospectus. The Companies Act closes this gap in former 
legislation by requiring, in lieu of a prospectus, a statement signed 
by every person named therein as a director, to be filed with the 
Registrar of Joint Stock Companies. The new law also defines 
more fully the position and responsibility of directors of companies, 
and the information as to the standing of a company which must be 
forthcoming in every prospectus or statement filed with the Regis- 
trar. The rights of shareholders and debenture holders are safe- 
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guarded by new provisions as to publicity and the holding of annual 
meetings; and there is also provision for more carefully guarding 
the rights of creditors in cases where a company is voluntarily 
wound up. Companies incorporated outside the United Kingdom, 
and doing business in the country, must file statements with the regis- 
trar, either in English or with a certified translation; must provide 
a list of their directors; and must give the names and addresses of 
one or more persons, resident in the United Kingdom, authorized to 
accept service of process on behalf of the company. The Limited 
Partnership Act allows the formation of companies of not more 
than 20 partners, of whom some must be general with unlimited 
liability, and some may have their liability limited to the amount of 
stock held by them. These limited partnerships are not under the 
same rigorous conditions as to publicity as the ordinary limited 
liability companies. 

Minor Acts.—The Qualification of Women Act provides that a 
woman shall not be disqualified by sex or marriage for being elected 
a councillor or alderman of the council of any county or borough. 
To urban and rural district and parish councils, created by the Local 
Government Act of 1894, women were from the first eligible, and 
the present act completes the freeing of women from disqualifica- 
tions in all matters of local government. A man who becomes 
mayor or chairman of a county council becomes by virtue of his 
office a magistrate, but a clause in the act provides that when a 
woman is chosen mayor or chairman of a county council, she shall 
not thereby become a justice of the peace. A bill for extending 
the Parliamentary franchise to women, introduced by a private 
member, was talked out on March 8, a proceeding which led to 
riotous protests on the part of women suffragists and to the 
imprisonment during the year of 138 women for disorderly conduct 
in public meetings and in the precincts of the House of Commons. 

The long standing agitation for the removal of the restriction on 
marriage with a deceased wife’s sister was set at rest by the passage 
of the Deceased Wife’s Sister’s Marriage Act, but the introduction 
of clauses into the act permitting the clergy to refuse to perform 
such marriages or to allow them to be performed in their churches, 
has given rise to fresh agitations which may result in strengthening 
the movement for the disestablishment of the English church. It 
may here be remarked that on February 27, in a thin house, the 
House of Commons passed a resolution in favor of disestablishment 
by a majority of 108. No further action was taken on the 


resolution. 
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Another agitation which has caused the imprisonment of many 
passive resisters, came to an end on the passing of the Vaccination 
Act. Under an act passed in 1898, a man was relieved from the 
penalties imposed by the act of 1867 for failing to have his child 
vaccinated within three months of its birth, if he could convince a 
magistrate that he conscientiously objected to such vaccination. 
This act worked unevenly, as many magistrates refused to be con- 
vinced of a man’s conscientious objection. The new act substitutes 
for the magistrate’s certificate of exemption a statutory declaration 
on the part of a parent that he conscientiously believes that vaccina- 
tion would be prejudicial to the health of the child. 

A Pure Food Law—an Amendment to the Public Health Act of 
1896—gives large powers of supervision to the State Department 
and the Local authorities. It authorizes measures to be taken for 
the prevention of danger arising to public health from the importa- 
tion, preparation, storage and distribution of articles of food and 
drink. 

By the Irish Tobacco Act the last restriction laid upon the indts- 
tries of Ireland is swept away. The cultivation of tobacco in 
Ireland was prohibited by an act passed in 1831. The prohibition 
was not, like the old restrictions on the woollen and linen trades of 
Ireland, for the sake of British industry; but was imposed in order 
to protect the customs revenue from tobacco. By the new act, the 
cultivation of tobacco is to be under licence from the Commissioners 
of Inland Revenue, and tobacco grown in Ireland will be charged 
with an excise duty. In the seventeenth century, a considerable 
amount of tobacco was grown in Ireland, and for some time back 
it has been urged that a relaxation of the prohibition would conduce 
to great increase of Irish agricultural prosperity. 

Other reform measures passed during the session were the Proba- 
tion of Offenders Act, the Criminal Appeal Act, and an amendment 
to the Factory Acts bringing laundries within the scope of the laws 
regulating the work of women and children. The Probation of 
Offenders Act is an extension of the First Offenders Act, which gave 
power to the courts to suspend sentence in the case of first offences. 
The new act supplements the First Offenders Act by authorizing the 
appointment of men and women, as probation officers, in whose 
charge the offender may be placed. Special officers may be 
appointed for children under sixteen, and the judge may give direc- 
tions in writing to the offender under probation to keep away from 
undesirable places or associates and to abstain from intoxicating 
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liquor. The Criminal Appeal Act institutes a court of appeal for 
criminal cases which is empowered to hear appeals either from con- 
viction or sentence and on questions of law or fact. The right of 
appeal is safeguarded by provisions that no appeal is to be allowed 
unless substantial injustice has been done, that either a more severe 
or a less severe sentence may be substituted for the one originally 


passed. 
ANNIE G. PORRITT. 
Hartford, Conn. 


The Columbus Tax Conference. A gathering of more than 
ordinary significance was the meeting at Columbus, Ohio, November 
12 to 15, of the National Conference on Taxation. Official dele- 
gates from thirty-three States of the United States and three 
provinces of the Dominion of Canada were in attendance. Three 
States, Massachusetts, West Virginia, and Ohio, were represented 
by their governors, and the delegation from Canada included Premier 
Rutherford of the province of Alberta. Governor Guild of Massa- 
chusetts presided. College professors and State tax commissioners 
were present from all parts of the country and read papers or 
contributed to the discussion. 

That such a conference should thus come together for study of 
the problems of State and local taxation is indeed an encouraging 
sign of the times. No less encouraging was the business-like air 
and earnest spirit with which the conference devoted itself to its 
work. A wide range of topics was covered and of course important 
differences of opinion were brought forth. But a striking evidence 
of the success of the convention is the very general agreement which 
was possible on several of the most fundamental problems of taxa- 
tion. Resolutions adopted at the close of the discussion expressed 
the sentiment of the convention that the inheritance tax should be 
left to the States and not made use of by the federal government ; 
that the several States whose constitutions require that all property 
shall be taxed in the same manner, or otherwise impose restrictions 
on the reasonable classification of property for taxation, should 
repeal such provisions; that in the interest of interstate comity 
taxation of the same property by two States at the same time should 
be avoided and all retaliatory legislation should be repealed; and 
that the public debts of all States, counties, and municipalities should 
everywhere be exempt from taxation. The papers and discussions 
also showed a practically unanimous realization of the shortcomings 
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of the general property tax, and a strong sentiment in favor of a 
habitation tax and the exemption of mortgages and other credit 
instruments from taxation. The single tax advocates were given a 
prominent place on the program, but no great enthusiasm for that 
movement was in evidence among the delegates. 

The way in which many of the States are making use of the 
services of university professors as experts in taxation and members 
of State tax commissions was shown in the personnel of the 
convention. 

At the close of the meeting a permanent organization was formed 
under the name of the Tax Association of North America, with 
Allen Ripley Foote as president and headquarters for the time being 
at Columbus. One of the tasks of the new association will be the 
maintaining of an information bureau from which the latest facts 
regarding State legislation, actual or proposed, may be obtained by 
State officials and other members of the association. 

The United States has lagged far behind the rest of the civilized 
world in its methods of local and State taxation. Injustice and 
inequality have come to be accepted as a matter of course. The 
situation has been aggravated by the lack of harmony between 
the laws of the different States. The first step toward scientific 
and uniform taxation must come from the interchange of ideas 
among experts and the development of increased knowledge on 
the part of the people. The Columbus conference is a move in the 


right direction. 
FRED ROGERS FAIRCHILD. 


Yale University. 














BOOK REVIEWS. 


American Legislatures and Legislative Methods. By Paul S. 
Reinsch. New York: The Century Co., 1907—pp. x, 337. 


In this volume of the Century Company’s series on American 
government, Professor Reinsch has set forth with painstaking 
analysis the main functions of the State legislatures and their place 
in our general system of government. His book is especially timely 
in view of the increasingly awakened interest of all classes of people 


, in processes of government, and should prove especially helpful to 


persons not familiar with legislative machinery or methods. The 
book seeks to set forth not only the theoretical principles of legisla- 
tion and the methods by which it is supposed to be accomplished, but 
what is of far more value to the student of public affairs, the 
practises that are actually in vogue in most of our States, something 
very different from the popular conception. The reader is thus 
enlightened about “log-rolling,’ “bossism,” “lobbying,” the “third 
house,” “gerrymandering,” “strike bills,” “ripper legislation” and 
similar important phases of present-day government. 

While the book on the whole is an admirable treatise, one could 
wish that more space had been given to the discussion of these and 
similar questions than to the detailed analysis of the functions and 
methods of the legislature as contained in the various State constitu- 
tions and the rules adopted by each legislative body for its own 
guidance. The impression gained from such exposition of powers 
and functions is a more or less confused one, and at best yields a 
knowledge merely of government on paper. 

The reader misses a clear exposition of the important part taken, 
and taken each year to an increasing extent, by the Governor in 
legislative affairs, the overstepping of the line drawn years ago 
between the Executive, the Legislature and the Judiciary. This is to 
be regretted because the exertion of this influence, both by “reform” 
and “machine” governors, is one of the most striking features of 
our present governmental system. Through the veto power and 
the distribution of patronage, the office of governor assumes more 
and more importance. Practical politicians and even “reformers” 
have been quick to see their opportunities in these directions, and we 
are rapidly reaching a position where the administration of the 
chief executive is judged largely by the record of the legislature 
during his term of office. 
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One also fails to find any statement of the vastly important part 
played in the influencing of legislation by the attitude of the various 
State officers and heads of executive departments; of the potent 
influence of the press generally and of the personal influence of the 
legislative correspondents who make and unmake reputations with a 
stroke of the pen, and who do more to influence legislation than all 
of the reform and civic organizations in the country. The influence 
of the chairman of the State committee of the dominant political 
party, and of the chairmen of the various county committees, the 
“local bosses,” often the controlling factor in the legislative situa- 
tion, receives but scant consideration. 

The most important factor in all legislation we find nowhere 
mentioned—viz. the personal equation; the human element; the 
play of one personality upon another; the passage of bills because 
the “man behind the bill” is a “good fellow,” and has a host of 
friends in both houses. One could wish also that Professor Reinsch 
had given us a little more in detail the actual legislative processes, 
had told us how bills originate, how as a rule they are not drawn by 
the members, but handed to them for introduction by representatives 
of special interests who want this or that legislation; that he had 
discussed the inadequate compensation paid to members in most 
States; the iniquity of the system by which the public expects to 
have honest government and pays its members salaries that are less 
than their individual living and traveling expenses while the legis- 
lature is in session; that he had discussed the eternal conflict of 
interests and radically different attitude of the city and country 
members, and the outworn functions of a bi-cameral legislative body. 

In addition to describing the work of the State legislatures, three 
chapters are devoted to a consideration of our national legislature 
and an analysis of the powers and duties of Congress, the Senate and 
the House of Representatives. 

The book will well repay careful reading by all students of 


representative government. 
LAWRENCE VEILLER. 


New York City. 


Sociological Papers. Volume III, 1906. Annual publication of 
the British Sociological Society. London, Macmillan & Co., 1907. 
For a third time the Society’s report evinces its interest in 

Galtonian ideas. It will be recollected (see YALE REvIEw, vol. xiv, 

No. 1 and vol. xv, No. 2) that the initial volume of the Papers, 

for 1904, began with an article of Galton’s on Eugenics, and that 
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the place of honor was also in 1905 assigned to this topic. In the 
present volume the biological relationship of Sociology is taken up in 
the first four papers: The Biological Foundation of Sociology, by 
Dr. G. A. Reid; A Practicable Eugenic Suggestion, by W. McDou- 
gall; The Study of Individuals (Individuology) and their Natural 
Groupings (Sociology), by Dr. J. L. Tayler; and The Sociological 
Appeal to Biology, by Prof. J. A. Thomson. 

These papers are of widely differing merit. McDougall’s 
“suggestion” is that selected classes in the population shall be 
encouraged to procreation through the grant of a premium in the 
form of an increase of salary in event of marriage, and of the birth 
of each child. Since the increase of desirable elements in the popu- 
lation is of direct benefit to the state, it is proposed to begin this 
operation in the case of civil servants. It strikes one that the general 
idea of such subsidies is not especially new, and, if memory is not 
at fault, has been emphatically condemned by experience. The 
paper upon “Individuology’—supposedly this etymological mongrel 
is taken because of the hopeless form of the genuine Greek com- 
pound—is a rather pretentious and whimsical production. It works 
out into a series of remarks about the essentiality of like marrying 
like, which, at least in their form, approach banality. We learn that 
“the large woman [physically] is never really happy with the small 
man, she would really have liked a man large enough to be big to 
her,’ etc. A little preliminary supervision of papers of this order 
would leave the society’s records at least more dignified of 
appearance. 

The papers of Reid and especially of Professor Thomson are 
excellent ; they are too good to be presented here in brief selections. 
Briefly, Dr. Reid wishes to modify Galton’s policy of promotion of 
eugenic unions into a discouragement of kakogenic marriages, and 
although, as is pointed out, the one method really implies the other, 
it is a less difficult matter to begin with negative and more concrete 
measures. The article is full of information and ideas for him who 
is interested in social evolution. Professor Thomson’s lecture is a 
powerful treatment of the several definite evolutionary factors— 
variation, heredity, and so on—in their application to human 
society. “My general position,” says Professor Thomson (pp. 
184-185), “is that when we pass from organisms to human soci- 
eties, the whole venue changes so much that we have to be very care- 
ful in our application of biological formulae. (1) Thus in regard 
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to processes of selection, we have to recognize the intervention of 
rational selection as an accelerant or as a brake on natural selection. 
(2) When a society deliberately sets to work to select discriminately 
among the individualities which make up its own body politic, we 
have to do with an infinitely subtler process than that observed when 
a breeder selects in his stock, or when the physical environment 
eliminates the ill-adapted members of a race. (3) There is in 
human affairs a much more prominent occurrence of inter-group, 
inter-societary, or inter-racial selection, which introduces fresh com- 
plexities,, e. g., that in the conflict of races the apparent victors seem 
sometimes, in some measure, conquered by the vanquished.” 

It is unnecessary to go into the details of these papers, especially 
since comments upon the general subject of Eugenics have been pre- 
viously made in this Review. But the conviction that presses home 
upon the reader is that the discussion of these subjects, as carried 
forth in so able a manner by the Society’s members, lacks an impor- 
tant background, namely, an understanding of what can and cannot 
be done with human groups, and of how past modifications in group- 
ways have been brought about. In other words, there seems to be 
too little of that solid basis of understanding of societary life which 
appears in the recent volume on the “Folkways,” by Professor 
Sumner. 

Following the articles mentioned, comes a paper by Professor 
Geddes, continuing his discussions in Volumes I and II of the 
Papers: A Suggested Plan for a Civic Museum (or Civic Exhibi- 
tion) and its Associated Studies. Mr. Crawley adverts briefly to the 
Origin and Function of Religion, regarding the institution, as some 
denominate it, rather as “a psychic tone, temper, or diathesis.” Pro- 
fessor Wenley of the University of Michigan informs the society as 
to the nature and program of sociological teaching in the United 
States; Mr. Wesselitsky treats of The Russian Revolution in enlight- 
ening fashion; Mr. W. H. Beveridge speaks of The Problem of the 
Unemployed ; and Mrs. Sidney Webb of Methods of Investigation. 
This list is given in full to indicate the scope of the Society’s 
reflections. 

The last paper is a characteristic flight of Mr. H. G. Wells: The 
So-called Science of Sociology. Mr. Wells finds that sociology will 
acquire a “literature, but it will not be a science.” He thinks the 
function of the science is to build social Utopias ; if this is the case, a 
great mistake was made in not constituting Mr. Wells Perpetual 
President of the Society. His paper is largely metaphysical in its 
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treatment, and is no more valuable than any other such jeu d’esprit. 
Very aptly, Mr. G. Bernard Shaw is one of those who comment upon 
' Mr. Wells’s effort; and he utilizes his well-known cleverness of 
expression to give the latter several picturesque “digs.” 

On the whole, the three volumes of Papers now printed are a 
disappointment. There has been a great deal of highest value upon 
Eugenics and kindred subjects, and a few articles of note upon other 
topics, but the whole is very one-sided and uneven in worth. There 
has not been, apparently, enough supervision of papers, that slight 
efforts might be exciuded. That sociology has profited much in 
standing or content through these publications does not appear. 
The discussions have often surpassed the set articles in suggestive- 
ness and general worth; if the Papers are ever to be metamorphosed 
into a Journal, as is announced, it is hoped that these, at least, will 


not be sacrificed. 
A. G. K. 


Money and Currency. By Joseph French Johnson. Boston: Ginn 

& Company, 1905—pp. x, 398. 

There are already so many good treatises on money that one 
hardly looks for much originality in a new book on the subject. 
Nevertheless, Professor Johnson has succeeded in presenting the 
fundamental principles of money and currency in a decidedly 
interesting and original manner. His style is clear and readable, and 
his combination of theoretical principles and historical example is 
very successful. Whether student or layman, the reader cannot fail 
to be interested. Especially clear are the chapters on Foreign 
Exchange and on Production and Value of the Precious Metals. 
The chapter on Credit Money and the critical description of the 
monetary system of the United States also deserve high praise. 

In view of the many excellencies of this book, it is doubly regret- 
table that the author’s adherence to the quantity theory has led him 
into errors which cannot be passed by without serious criticism. 

Professor Johnson’s treatment of bimetallism is far from satis- 
factory. His theoretical discussion is superficial and almost wholly 
in favor of the bimetallist. Moreover, he sees nothing in the mone- 
tary history of the world to cast doubt on the practicability of inter- 
national bimetallism. His discussion of facts is interesting but by 
no means warrants the conclusion that “If there were certainty that 
the production of gold and silver in the future would proceed on 
lines resembling those of the past, we should be justified in the con- 
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clusion that bimetallism is theoretically and practically feasible if 
maintained at a given ratio by several powerful nations’; nor the 
further optimistic conclusion that “no serious ill effects would follow 
an attempt at international bimetallism, even though the supply of 
one metal increase so rapidly as to drive the other entirely out of 
use. . . . The bimetallist is convinced that the second result 
would not take place, and the monometallist could not complain if it 
did.” (p. 221.) The last statement is remarkable in view of the 
writer's clear presentation of the evils of a depreciating money 
standard (pp. 150-151). 

But it is in the subjects of light-weight coin and fiat money that 
the evil effects of the quantity theory are most clearly seen. Pro- 
fessor Johnson holds that any amount of debasement of the coin will 
not affect prices so long as there is free coinage, because no one will 
bring metal to the mint unless the demand for money is so great that 
the utility of the light coin is equal to the utility of the metal which 
must be surrendered for it. This is perfectly true, so long as people 
are bringing metal to the mint; but the important question is, how 
far could the coins be debased before the bringing of metal to the 
mint would entirely cease? Obviously only to the point where the 
seigniorage was just equal to the added utility given to metal by the 
coining process. The author thinks this point would not be reached 
even though the seigniorage were 100 per cent.; in other words, that 
people would freely surrender gold for irredeemable paper “dollars.” 
The error comes from an exaggerated idea of the importance of 
coinage. Gold was a medium of exchange before coinage was 
invented. It is the medium of international exchange to-day. We 
may be sure that it would take only the slightest debasement to put a 
stop to the free coinage of gold and to lead men to devise ways of 
using their gold directly in exchange. 

Professor Johnson’s attitude on this subject is shown clearly in 
the statement (p. 190) that if the government should recoin all the 
gold money, making the coins 10 per cent. lighter than the present, 
and issue only go per cent. of the new coins, holding the rest in the 
treasury, the stock of money would not be increased and conse- 
quently prices would not be affected. Regarding such a statement 
comment hardly seems necessary. 

From this point it is only a step to the further conclusion that fiat 
money, having no intrinsic value and not even being a promise to pay 
anything of value, may be exactly as good as gold and be as freely 
accepted in exchange for goods, provided only the quantity issued is 
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no greater than the quantity of gold formerly used as money. This 
is exactly the author’s position (see pp. 180-191 and ch. XIII). His 
theoretical argument is meager, the subject being treated chiefly by 
way of a study of historical experience with fiat money. He main- 
tains that the depreciation of the greenback was wholly due to the 
disturbance of equilibrium between the demand for money and its 
supply. The withdrawal of a large part of the population from 
business, together with the separation of the Southern States, 
reduced the demand for money. The issue of greenbacks and other 
kinds of paper money greatly increased the supply, even after all 
the gold had been driven out of circulation. Hence the rise of 
prices, which is to be attributed not at all to the character of the 
greenbacks as irredeemable paper money. 

In support of this contention, the author presents figures and 
diagrams (pp. 278-286) which are interesting but, as he himself 
admits, by no means conclusive. The remarkable correspondence 
between the level of prices and the quantity of money is easily 
shown, bvu¢ this is no proof that the former is the result of the latter. 
Indeed, cn careful examination, the author’s figures seem to offer 
some proof to the contrary. For instance, the diagrams given show 
that the supply of money in 1863 was just equal to the supply in 
1870 ($400,000,000). The price level was also practically the same 
at the two dates (the index number being about 140). According 
to the author’s theory of price, this could be true only in case the 
demand were also the same. As a matter of fact, and according to 
the author’s own statement, the demand was unusually small in 1863 
(see p. 276), whereas it was “increasing enormously” at the latter 
date (see p. 282). Why then were prices not decidedly lower in 
1870? 

Again, the author involves himself in contradiction in explaining 
the fall of prices from 1874 to the resumption of specie payments in 
1879, when the greenbacks finally reached par. The natural 
explanation is that President Grant’s veto of the inflation bill in 
1874 and the passage of the resumption act in 1875 gave assurance 
of the probable ultimate redemption of the greenbacks, the prob- 
ability increasing gradually as the plans of the treasury matured 
and the date set for redemption approached. This the author does 
not admit. He finds the explanation mainly in two facts: (1) that 
no doubt of the greenbacks’ purchasing power now remained, a doubt 
which “had practically disappeared long before the Resumption 
Act was passed”; and (2) that the depression of 1874-1878 had 
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caused an unusual demand for money and so a fali in prices (p. 283). 
Yet on the very next page we meet the statement that “The amount 
of ‘hand-to-hand’ money (distinguished by the author from credit 
currency) that a country will absorb depends very much on the 
prosperity of the people, being undoubtedly larger in good times than 
in dull.” 

To present positive evidence that the high prices from 1860 to 1879 
were due to the inferior quality of the irredeemable paper money is 
outside the purpose of this review, and is wholly unnecessary in view 
of the many works on that subject, notably W. C. Mitchell’s “His- 
tory of the Greenbacks.” Neither do we need to examine the 
author’s discussion of the fiat money experience of other nations. 
No nation can ever succeed in giving value to fiat money apart from 
the only possible sources of value of such money; namely, (1) the 
intrinsic value of the material of which the money is composed, (2) 
its utility in paying debts already contracted, (3) its utility in paying 
taxes and other dues to the govérnment, and (4) the hope that it will 
ultimately be redeemed. No mere need for a medium of exchange 
can add to the value obtained from one or more of these sources, or 
give value when these sources are wanting. It is to be noticed that 
Professor Johnson does not advocate the adoption of fiat money, 
although he urges its theoretical advantages and believes that the 
matter of its practicability is at least an open question (p. 313). 

Such errors as these are too serious to be balanced by the 
admirable presentation of the general principles of a subject on 
which there were already so many good books. 

FRED ROGERS FAIRCHILD. 


Yale University. 
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The Citizen's Part in Government. By Elihu Root, Secretary of 
State. (Yale Lectures on the Responsibilities of Citizenship.) New 
York: Charles Scribner’s Sons, 1907—pp. 123. The many Ameri- 
cans who have followed Mr. Root’s legal and political career with 
admiration will find in this little volume another evidence of 
his superior ability. Scholars will greet it as a substantial contribu- 
tion to the literature on the principles and practices of popular 
government, and the man in the street or in the fields will be inter- 
ested and stirred by its forceful appeal to his patriotism. The 
author discusses the task of the governing body in a democracy, the 
function of political parties, the duties of the citizen as a member of 
a political party, and the grounds for encouragement as we face the 
future. A few extracts will illustrate the temper of the book. 
“Our political system has proved successful under simple conditions. 
It still remains to be seen how it will stand the strain of the vast com- 
plication of life upon which we are now entering.” “The art of 
self-government does not come to men by nature. It has to be 
learned; facility in it has to be acquired by practice.” ‘Doubtless 
there have been abuses in raising and applying campaign funds; but, 
in the main, there is no more useful expenditure of money from the 
public point of view than this.” “In politics, as in everything else, 
a man ought to be thinking about his work, and not about what he is 
going to get out of it.” “In the whole field of popular government 
I am convinced that one of the plainest duties of citizenship is hope- 
fulness, and that pessimism is criminal weakness.” 


Selected Readings in Economics. By Charles J. Bullock. Bos- 
ton: Ginn & Company, 1907, $2.25—pp. ix, 705. After a number 
of volumes on distinct topics (trusts, trade unionism, public 
finance), in the series of “Selections and Documents” edited by 
Professor Ripley, appears this substantial volume on general eco- 
nomics. It enters a field which a number of fairly good text-books 
are disputing, but it offers a variety of style, of viewpoint and of 
matter, which none of them can give, and should be a useful supple- 
ment to them or to a course of general lectures on the subject. It 
offers comparatively little on economic theory, and few teachers will 
question the wisdom of the compiler in restricting his selections on 
that side of the subject to a minimum. It makes substantial contri- 





444 Yale Review. [ Feb. 


butions, however, to the literature for class use in applied economics, 
the side which has been most seriously neglected in the past. It has 
excellent selections on manufactures and trade, and articles distinctly 
less satisfactory on agriculture. It covers a multitude of other sub- 
jects. Every teacher, probably, will miss some favorite readings of 
his own, and will question the claims of other matter that has 
crowded them out, but every teacher will find in the book some 
material that he will be very glad to have available for the use of his 


students. 


Railway Problems. Edited, with an introduction, by William Z. 
Ripley. Boston: Ginn & Company, 1907—pp. 32, 686. The most 
noteworthy feature of this volume, compiled by the editor of the 
series of “Selections and Documents,” is its application of the “case 
system”’ to the study of modern railroad problems. Half of the vol- 
ume is composed of decisions of the Interstate Commerce Commis- 
sion, abridged for the purposes of the student of economics. It 
would be hard to find better material for the training of vigorous 
young minds. Teachers of other subjects may well envy this collec- 
tion of principles and problems, and teachers of railroad economics 
must itch to begin work upon it. The remainder of the volume is 
more ordinary in character, but is first-rate of its kind. It comprises 
Adams’ Chapter of Erie, selections from Miss Tarbell, White and 
Hudson, a number of review articles on the principles and practice 
of railway administration and legislation, and brief selections 
describing conditions in England, France and Germany. Alto- 
gether, the book is admirable. 


American Finance. Part First—Domestic. By W. R. Lawson. 
Edinburgh and London: William Blackwood and Sons, 1906—pp. 
vi, 391. This book is an interesting description and criticism of the 
American financial system, written by a well-known English writer, 
and directed to American readers. The book is frankly popular 
and does not pretend to be a contribution to our knowledge on the 
subject. The author’s style is breezy and his treatment somewhat 
superficial, but the book is well written and decidedly interesting. 
The author possesses a clear and sympathetic, if not very profound, 
understanding of American financial institutions, and his attitude 
is remarkably broad-minded and fair. He finds much to commend 
and also much to criticise in our financial system. Of special 
interest to the American reader is the account of our inflated 
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currency, the criticism of our bond-secured bank notes, and the 
judgment of our independent treasury. The author is much 
impressed with the “bigness” of everything American, and his evi- 
dent desire to do full justice to the large scale on which American 
financial operations are carried on leads him into frequent exaggera- 
tions, both of our virtues and of our failings. In the main the 
author is inclined to judge American institutions very favorably; 
too favorably, at times, as in his treatment of the greenbacks. But 
he sees danger ahead in our inflated credit system, our tendency to 
reckless speculation, the enormous power which concentration of 
wealth has put into irresponsible and unscrupulous hands, and the 
wasteful way in which we are exhausting our natural resources. 


Factory Legislation in Pennsylvania: [ts History and Administra- 
tion. By J. Lynn Barnard. Publications of the University of Penn- 
sylvania. Philadelphia: The John C. Winston Co., 1907—pp. xi, 
178. Labor legislation in the United States being in the hands of the 
State governments, the experiences of the more important industrial 
States must be studied independently before we can have a complete 
history of American factory legislation. This work is being carried 
on to-day with considerable energy, stimulated by the assistance of 
the Carnegie Institute. Already the histories of the factory or labor 
laws, of the important States of Massachusetts, New York, and 
Cofhestifut have appeared, and others are likely to follow soon. 
Something more than half of the present work (pp. 1-105) is 
devoted to a history of the enactment of the factory laws of Penn- 
sylvania, beginning with the first ineffectual attempt in 1824. The 
most interesting part of the book is Part II (pp. 107-163), which 
contains a critical analysis of the present law with a discussion of 
administration and results. Though great progress has been made, 
Pennsylvania is still far behind the standard set by Massachusetts 
and New York, as regards both the legislation and its administration. 
The evil effects of carelessly-drawn statutes and political administra- 
tion are clearly shown. 


The Declaration of Independence: its History. By John H. 
Hazelton. New York: Dodd, Mead & Company, 1906—pp. xii, 
629. Seldom has there appeared a more painstaking and laborious 
monograph in American history. The evidence of documents and 
of other sources such as diaries, letters, manuscripts, is quite too 
abundant to make this volume either easy or attractive reading. 
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The author is bent on looking at the very minutiz of evidence in the 
eyes of his reader. He writes like an annalist from year to year, 
and seldom allows himself the level of a generalization. The book 
is a storehouse of historic material. It should help settle many a 
small question of fact regarding the Declaration. As a whole it is 
unreadable. Most people resent being taken into a workshop, and 
the author’s workshop is apparent on every page. The text of 292 
pages is supplemented by an appendix, pp. 295-359. Here there is 
a really useful comparison of seven drafts of the Declaration, begin- 
ning with the parchment copy in the Department of State. “Notes 
to Text” occupy pp. 363-588. These are followed by “Notes to 
Appendix,” pp. 591-603, and by a “Key” needed to explain the 
elaborate method of reference. There is an index. 


La Crise Viticole et la Viticulture Méridionale (1900-1907). By 
Frédéric Atger. Paris: V. Giard et E. Briére, 1907, 2 fr.—pp. 
131, 7 graphic charts. Students who are interested in the crisis of 
the wine industry of southern France will find a useful summary of 
the situation in this little book, which is one of the series “Etudes 
économiques et sociales publiées avec le concours du Collége libre 
des Sciences sociales.” The author examines the economic and 
technical factors in the crisis, and criticises the remedies proposed. 
He supplies excellent charts, such as those bound up with Levas- 
seur’s L’Agriculture aux Etats Unis, to illustrate conditions, and 
appends a bibliography of two pages. 


Recent British Legislation affecting Workingmen. Forming 
Part II of the Annual Report for 1907 of the Massachusetts Bureau 
of Statistics of Labor. Boston: Wright & Potter Printing Co., 
1907—pp. 202. This report was prepared for the assistance of the 
Massachusetts legislature in connection with certain proposed labor 
legislation. It contains the text of the Report of the Royal Com- 
mission on Trade Disputes and Combinations presented January 15, 
1906; a chronological survey of legislation affecting the legal status 
of trade unions (1824-1906) with the text of the principal acts; and 
the text of the Workmen’s Compensation Act of 1906. Its value 
consists in making this material somewhat more availabie for 
American readers. 


Die Geldverfassung und das Notenbankwesen der Vereinigten 
Staaten. Von Adolf Hasenkamp. Jena: Gustav Fischer, 1907— 





1908 | Recent Literature. 447 


pp. 213. American money and banking offer a most attractive field 
to the investigator, a field which has of late been commanding no 
little attention from European writers. The present work will 
probably offer little to American readers which may not be more 
easily obtained from American books. The author is familiar with 
the recognized sources of American financial history, and his work 
has been carefully and thoroughly done. 


Contrasts in Social Progress. By E. P. Tenney. New York: 
Longmans, Green, & Co., 1907—pp. xvi, 415. This book is another 
attempt to harmonize evolution and religion. “In the divine 
creative work the several parts appear to be so correlated that the 
method of evolution, which unquestionably availed in the physical 
development of man, seems to be the law observed in man’s moral 
evolution and in God’s spiritual kingdom on earth.” The series of 
“contrasts”—in civic condition, home-building, education, literature, 
moral thought, altruistic service, “self-extending altruistic power,” 
etc., is calculated to bear out the above principle. A great deal of 
study has been put into this volume and there is much matter in the 
contrasts. A number of authorities have given their attention to the 
work, which includes not a few notes by Professor Hopkins of Yale, 
and others. The standpoint is decidedly anthropocentric, and there 
is an irritating echo of pulpit oratory in the many interrogative 
sentences. Except for its collection of facts the book is of little 
value to the social scientist. 


Alcohol—the Sanction for its Use. Translated from the German 
of Dr. J. Starke. New York: G. P. Putnam’s Sons, 1907—pp. xx, 
317. The purpose of this book is twofold: (1) to revise the com- 
monly accepted views regarding the use of alcohol, (2) to set forth 
the effects of its moderate use on the basis of modern scientific 
facts, especially those of physiology. The author claims that his 
investigations were colored neither by a weakness for alcohol nor by 
a prejudice against it.. The results of his study convinced the 
writer that—“There is nothing in medical experience which speaks 
against the moderate use of good alcoholic drinks by the public, but 
much that speaks in favor of it.” 


The Good Neighbor in the Modern City. By Mary E. Richmond. 
Philadelphia and London: J. B. Lippincott Company, 1907—pp. 
ix, 152. In this little book the author’s endeavor is to point out the 
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duty of the individual to those with whom he comes or should come 
in contact. In the village community this was a fairly simple 
matter, since mutual acquaintance was quite general throughout 
the town. But with the growth of the great city, society has become 
stratified, and the average individual is brought into contact with but 
few who are not on the same social level with himself. Rapid transit 
and the telephone have been responsible for much of this separation. 
To emphasize the fact that neighborhood means something more 
than nearness, the duty to the child, the worker, the tenant, the 
vagrant and the sick is made clear. Everyone who makes a pur- 
chase influences the lives of those who make or distribute the wares. 
The consumer should not shrink from these responsibilities. The 
landlord who empowers an agent to collect rent on property which 
he, as owner, has never seen, is surely not a good neighbor to his 
tenants. In the administration of relief the plea is made for a return 
to the earlier and more satisfactory method of village helpfulness. 
This is to be gained by the district committee which shall become 
intimate with the needs of a comparatively small section of the city. 
A chapter which should prove its usefulness is the one devoted to the 
contributor. In this are outlined the rules which should govern the 
contributions made to charity by the busy man of means. Much 
foolish and injurious giving could be avoided by a careful reading 
of this portion and following the advice. The dangers which may 
attend perpetual endowments are clearly stated. That the book is 
not intended to be read and then tucked away in a library but to be 
kept for ready reference is evident from the vacant leaves at the 
end reserved for the addresses and telephone numbers of those 
agencies which will be most needed in neighborly work. As a dis- 
tinct contribution to knowledge the book will not take rank, but as 
a safe guide and inspiration to the kindly impulses of the individual 
it will find its place, and this seems to be the purpose for which it 
was written. 
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THE ACADEMICAL DEPARTMENT (YALE COLLEGE), 
THE SHEFFIELD SCIENTIFIC SCHOOL, 
THE GRADUATE SCHOOL, 
THE SCHOOL OF THE FINE ARTS, 
THE DEPARTMENT OF MUSIC, 
THE FOREST SCHOOL. 
Il. THEOLOGY, 
III. MEDICINE, and 
IV. LAW. 

The general equipment of the University includes the University and Depart- 
mental Libraries, containing about 350,000 volumes, the Peabody Museum of 
Natural History, the Astronomical Observatory, the Art Collections, Dwight 
Hall [the headquarters of the Young Men’s Christian Association], the Com- 
mons, supplying board at about $4 a week to 1,000 students, the Gymnasium, 
the Athletic Field, and the Yale Infirmary. 

The University Catalogue contains full information concerning all depart- 
ments. It may be secured by addressing the Secretary of the University. 


THE ACADEMICAL DEPARTMENT (YALE COLLEGE) offers a 
four years’ course of study leading to the degree of B.A. Its Professors and 
Instructors number over 130. The first year’s work is in English, Latin, 
Greek, French or German and Mathematics. For the other three years courses 
are offered covering Languages and Literature, Mathematics and the Natural 
Sciences, Philosophy, History and the Social Sciences, Art and Music. 
Nearly $50,000.00 is annually appropriated in Beneficiary Aid for Scholar- 
ships, Fellowships and Prizes. Room Rent in the college dormitories (which 
accommodate 700 students) ranges from 75 cts. to $5.00 per week for each 
occupant. 

For Catalogues and further information address Prof. Henry P. Wright, 
Dean of the Faculty. 

THE SHEFFIELD SCIENTIFIC SCHOOL offers a three years’ course 
of study leading to the degree of Ph.B. The first year of study covers 
Mathematics, Physics, Chemistry, French or German, English, Drawing. The 
work of Senior and Junior years is arranged in thirteen special courses of 
study, including Chemistry, Metallurgy, Civil Engineering, Mechanical Engi- 
neering, Electrical Engineering, Sanitary Engineering, Mining Engineering, 
Studies preparatory to the study of Forestry, Biology preparatory to Medi- 
cal studies, and General Scientific studies, including Political Science, History, 
English, Anthropology, Zodlogy, Botany, etc. The Engineering Hall, Chemical 
Laboratory and Biological Laboratory are thoroughly equipped for work in 
the several lines of research. 

For Catalogues and further information address Prof. R. H. Chittenden, 
Director of the School. 

THE GRADUATE SCHOOL. The courses of study, open only to grad- 
uates of colleges and universities, lead to the degrees of DOCTOR OF PHI- 
LOSOPHY, MASTER OF ARTS, MASTER OF SCIENCE, CIVIL ENGI-. 





NEER and MECHANICAL ENGINEER. The course leading to the degree 
of Doctor of Philosophy is open to students without distinction of sex. There 
are many courses of study offered in Psychology, Ethics, and Philosophy, 
in the Social Sciences and History, in Semitic Languages and Biblical 
Literature, in Classical Philology, in Modern Languages and Litera- 
ture, in Natural and Physical Sciences, and in Pure and Applied Mathe- 
matics. There are various clubs and associations which meet periodically for 
reading papers and for discussion, such as the Mathematical Club, the Classi- 
cal Club, the Political Science Club, the Anthropology Club, the History Club, 
the Philosophical Club, the Semitic and Biblical Literature Club, the Modern 
Language Club, the English Club, the German Journal Club, the Physical 
Club, the Physics Journal Club, the Engineers Club, the Chemical Club, and 
the Biological Club. The various Departmental Libraries, the Laboratories 
and Collections, as well as the numerous courses of Public Lectures, are open 
to the students of this Department. Five Fellowships of $400 each and 20 
Scholarships of $100 each are open to graduates of all colleges. Several 
special fellowships are also available. 

For Catalogues and further information address Prof. Andrew W. Phillips, 
Dean of the School. 

THE DEPARTMENT OF MUSIC is open to graduates, undergrad- 
utes and special students, without distinction of sex. The theoretical 
studies are Harmony, Counterpoint, the History of Music, Strict Composi- 
tion, Instrumentation and Free Composition. The practical courses consist 
of instruction in Piano, Organ, and Violin playing. 

For full information address Prof. S. S. Sanford, Department of Music. 

THE SCHOOL OF THE FINE ARTS is open to students of both 
sexes. Technical Instruction is given in Drawing, Painting, Sculpture, and 
Copper Plate Etching, and courses of lectures are given in the Philosophy, 
History and Criticism of Art. Several prizes are offered, the most important 
of which is the William Wirt Winchester prize of $1500. 

For further information address Prof. John F. Weir, Director of the School. 

THE DIVINITY SCHOOL is open to students of every Christian 
denomination. Scholarship aid is given to all needy students in return for 
work done under the direction of local pastors. No charge is made for 
instruction or room rent. The course of three years leads to the degree 
of B.D. A fourth year for Graduate Study is open to those who desire to 
pursue an advanced course, and several Fellowships and Scholarships are 
open to such persons. 

For further information address Prof. Geo. B. Stevens, Dean of the Divinity 
School. 

THE MEDICAL SCHOOL has a four years’ course, leading to the 
degree of M.D. Clinical Instruction is afforded at the New Haven Hospital 
and the New Haven Dispensary. The latter institution, where last year 
15,000 patients received treatment, is situated on the school grounds. 

For circulars address Prof. Herbert E. Smith, Dean of the School. 

THE LAW SCHOOL offers a three years’ course, leading to the degree 
of LL.B. and fitting students for the Bar of any state. The courses of Grad- 
uate Study lead to the degree of Master of Laws and Doctor of Civil Law. 
The students are afforded peculiar facilities for observing the practice of the 
higher Courts of Connecticut. 

For further particulars address Prof. Henry Wade Rogers, Dean of the 
School. 7 











T. @ T. CLARK’S NEW PUBLICATIONS 


Charles Scribner’s Sons, Sole Agents for America 





RECENTLY PUBLISHED 
THE KNOWLEDGE OF GOD 


Anp Irs Historica Devetopment. By Henry Metvitt Gwarkin, M.A., author of ‘The 
Eye for Spiritual Things,’’ Dixie Professor of Ecclesiastical History and Fellow of Emman- 
uel College, Cambridge, D.D., and late Gifford Lecturer, Edinburgh. 2 vols., 8vo, $3.75 #e#. 


THE AUTHORITY OF CHRIST 


By Davin W. Forrest, D.D., Edinburgh, author of “ The Christ of History and Experience.” 
8v0, $2.00 net. 


A GRAMMAR OF NEW TESTAMENT GREEK 


| Professor J. Hore Moutton, M.A. (Cantab.), D.Lit.(Lond.), Late Fellow of King’s Col- 
ege, Cambridge, etc. Vol. I. The Prolegomena. 8vo, $3.00 mef?. 


SERIIONS IN ACCENTS THE GIFT OF TONGUES 


Or Srupies «n THE Hesrew Text. By the And other Essays, by Rev. Dawson WALKER, 
Rev. Joun Apams, B.D. r2mo, $1.80 nef#. M.A., D.D., 8vo, $1.75 net. 





CHRISTIAN THEISM 


Anp Spiriruat Monism. God, Freedom, and Immortality in view of the Monistic Evolution. 
By the Rev. W. L. Waker, author of “* The Spirit and the Incarnation,” ** The Cross and 
the Kingdom,’’ etc. 8v0, $3.00 neZ. 

THE NEW REFORMA- PRIMITIVE CHRISTIAN 
TION EDUCATION 


Recent Evangelical Movements in the Roman | Geracpine Hopcson,.B.A., Sometime 


Catholic Church. Br Joun A. Bain, M.A. obden Scholar at Newnham College, 
Sq. 8v0, $r.50 net. Cambridge. 8vo, $1.50 ef. 


THE EYE FOR SPIRITUAL THINGS 


Anp Orner Sermons. By Henry Metvitt Gwartkin, M.A., Dixie Professor of Ecclesiastical 
History and Fellow of Emmanuel College, Cambridge, etc. 8vo, $1.50 set. 


JAMES, THE LORD’S BROTHER 


By Wiru1aM Parrick, D.D. (Glas.) $2.00 met. 


THE FOURTH GOSPEL 


Irs Purpose anp THeo.Locy. By Ernest F. Scott, M.A. (Glas.), B.A. (Oxon). 8v0, $2.00 se?. 


THE GOSPEL HISTORY 
Anp Irs Transmission. By F. Cranrorp Burkitt, M.A., F.B.A., Norrisian Professor of 
Divinity in the University of Cambridge. 8vo, $2.25 net. 
JESUS AND NICODEMUS 


A Study in Spiritual Life. By the Rev. Joun Rep, M.A., Inverness. 8vo, $1.75 #e#. 


TO CHRIST THROUGH THE RELIGIOUS DOUBTS 
CRITICISM OF COMMON MEN 


By Ricuarp W. Seaver, M.A., B.D. (Don- _ Being a Corr ndence between Two Lay- 
nellan Lectures, 1905-6.) 1a2Mo, $1.50 met. men. 12mM0, $1.00 wet. 


THE RELIGIONS OF ANCIENT EGYPT AND BABYLONIA 


By A. H. Sayce, D.D., LL.D., Professor of Assyriology, Oxford. (The Gifford Lectures.) 
A most important and exhaustive work, containing much new material, and far surpassing 
Professor Sayce’s other contributions to this subject. 8vo, $3.50 set. 





Catalogue of T. & T. Clark's Books Sent Free by Post, upon application. 
These books for sale by all booksellers, or will be supplied by 


CHARLES SCRIBNER’S SONS, 153-157 Fifth Ave., New York 
































MRS, MORE’S WAGE-EARNER’S BUDGETS | Sos 
pare xe of i and Cost of Living in New York City. téface by 


Giddings... With many. tables. . 8vo. A. presentation tthe. lives. of - 
~ aegis bo tome in era story of thestruggle for nee aly ive the: i 
Prof in Leland ne ne cece ™ oe ‘Ames al 
‘essor ; au of‘ I éte. 
and concise discussion for the educated layn $2.00 : A sion: 
A boca ana Geedeat teaar ieee Einar stall times, ate ras cannot on a whole library. 
Ci 
Ne Spade erittes has stints nd to gate together the scattered literature of thie vast subject, 


pr vege sub such uniformly trenchant and uniformly Kindly * 
peer ag ‘ Bip depp ele pe oe gg and forcefuh ieragy f 


1, W. Zarkines’é The Investments of Life Insurance Companies eee 
\ New. Hoigenns Post—‘A.valuable study in life insurance finance. -Not = 4 ; 
Re age oF Ser neta ae scandals. A. most useful contribution to the ob 


6 The. Working of the Railroads > 
Bad age company is, what it does, and how it 
woes ere 


eh W. Keon y and Credit is 
“16 ale Reteaien ie re eral Prices, . $1.28 et ; by mail, $1.32, “s 
saci « shaxcsbeail 29 'W, 234 St., KEW YORK 
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AN INVALUABLE AND NECESSARY WORK 
LIPPINCOTT’S NEW GAZETTEER 
A Geographical Dictionary of the World 


Containing references to over 100,000 places—their population, location, - 
and industries, compiled from the latest census returns from all countries, 


and other official data. 
Edited by ANGELO HEILPRIN and LOUIS HEILPRIN 


Over 2,000 pages. Quarto 
SHEEP, $10.00 net HALF RUSSIA, $12.50 net 


Patent Index, 50 cents extra 
J. B. LIPPINCOTT CO., Phitadeiphia 


THE YALE ALUMNI WEEKLY 


An interesting magazine article every’ few issues, 


An accurate means of keeping in touch with your 
University and Class. 


To Yale Review readers who wish to know what 
the Yale Alumni Weekly is, we offer 








Yale ‘Review for one year,... . . . $3.00 
Alumni Weekly for first ten issues of 
Volume XVI, . . . «es + 4,00 


Bothtoe et s 


Write to-day to . | | 
YALE ALUMNI WEEKLY Ce 
_. NEW HAVEN, CONNECTICUT 








